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DITTO ONE-WRITING ORDER SYSTEM 
Saves *40,000 Yearly for The B. F. Goodrich Company 


H. V. Browne, Manager Ofjice Standards, The B. F. Goodrich Company, Akron, Ohio, reports: 


** YOR 20 years we have been using Ditto equip- “Much miscellaneous work is dittoed—15 to 20 
ment, and now have 50 machines used for page weekly production schedules; monthly operat- 
many different purposes. The greatest savings and _ing statements of retail stores and wholesale dis- 
benefits came from adopting the Ditto One-Writing _ tricts (approximately 600 different reports); 5 to 
Order System. This system saves us $40,000 a year 10 page minutes of meetings, and so on. 
in order copying, besides minimizing copying errors. “So simple and inexpensive a system of direct 
it also enables us to cut shipping time in half—get- —_ and errorless copying deserves the detailed study of 
ting out many of our orders within 24 hours. every business. organization.” 
“We also use the Ditto method for our printing . se 


vieee Curusbatl ie, al Thousands of other concerns throughout the world 
orders. Our printing department cut its delivery time are making similar savings with Dito. Find out 
a full week by dittoing its 150 daily printing orders so what Ditto willdo for your business 


, —write us for samples and fzets. 
6 departments could work on them simultaneously. There’s no cost or obligation. 


DITTO, INCORPORATED, 2243 W. Harrison St., Chicago, Il. T. X.—3-35 


Gentlemen: Please give me fuil facts about Ditto . . . how it cuts costs in Billing and Shipping . . . also its 
many other uses. No obligation, of course. 


DITTO INCORPORATED e HARRISON AT OAKLEY BLVD. e CHICAGO, ILLINOIS 
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The Congressional Viewpoint on 
Conflicting ‘Taxation 


NUMBER 6 


By Hon. Rosert L. DouGHTON * 


HE power to tax is not only a well recognized 

privilege of any government but it is a duty 

that must be exercised if such government is 

io exist and function. While it is undoubtedly true 

that both the Federal Government and the several 
states abuse this power at times by 


open to other states. It is true that the Federal 
Government employs a few types of taxes which 
the states have not authority to levy, and, con- 
versely, the states levy certain kinds of taxes which 
the Federal Government can not well impose. 

The states can not tax imports, 





excessive or unwise use, the great- 
est abuse possible would be the 
failure to provide, by taxation, 
for the funds required for the 
governmental functions necessary 
to the defense and preservation 
of such government and the wel- 
fare of its citizens. Under our 
dual system of government two 
sovereigns, Federal and state, exer- 
cise virtually independent taxing 
authority within the same territory 
and upon the same people. Each 
government renders certain serv- 
ices to its citizens and, in turn, each 
must look to these same citizens for 
its necessary revenue. In exacting 
this revenue governmental officials 
owe these citizens the duty of a 
scrupulous regard for their interests 
and welfare. No person or class 
ought to be preferred and allowed 
to avoid a proportionate share of 
the tax load while those who are 
less fortunate are burdened with 
double taxes. We fail in our duty unless we keep 
the taxpayer’s viewpoint and not only strive to dis- 
tribute the tax load as equitably as possible but also 
strive to give the taxpayer his money’s worth when 
we spend his tax-dollar. 

The exercise of authority by two governments 
upon the same people opens the way for conflicting 
taxation unless it is prevented by cooperation be- 
tween the governments. In addition, there may be 
conflict between the state systems of taxation inas- 
much as the profit sources open to taxation by one 
state may be confused and intermingled with those 
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nor can the Federal Government 
levy ad valorem property taxes 
which would be uniform and 
equitable, due to the fact that 
the Constitution requires such taxes 
‘to be levied on the basis of popula- 
tion. 

The tax field, however, with these 
few exceptions, is a common hunt- 
ing ground for both governments. 
Except for the property taxes levied 
by the states, the bulk of all gov- 
ernmental revenue, both state and 
Federal, is derived from such sources 
as income, estate, inheritance, and 
franchise taxes, and excise taxes on 
sales. Pressed by the necessity for 
additional revenue, both govern- 
ments frequently tax the same 
article or transaction. 

The resulting double or conflict- 
ing taxation is not necessarily an 
evil, but it rapidly becomes one un- 
less wisdom and discretion are used 
and there is due regard for the 
combined burden of both taxes. We are all agreed 
that such discretion has not been used and that we 
are now in the position where this combined burden, 
in a great number of cases, is too great, and is causing 
gross inequities that will continue unless joint action 
is taken to alleviate this condition. From the tax- 
payer’s standpoint, there is considerable resentment, 
and justly so, where this combined burden causes 
an inequitable distribution of the tax load. 





* Chairman of the House Ways and Means Committee. Address be- 
fore the Second Interstate Assembly at Washington, D. C 
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Certain types of objects lend themselves particu- 
larly well to taxation. When taxes on such objects 
are highly productive of revenue and are capable of 
being effectively administered by the state as well 
as the Federal Government, they will tend to be 
exploited by both governments. Unless duplicate 
taxes on such objects are coordinated and due con- 
sideration is given to the combined burden thereon, 
they become unduly burdened as compared with 
those objects which can be effectively taxed by only 
one of such governments. 


The actual financial burden of this duplicate taxa- 
tion is not the only objectionable feature as viewed 
by the taxpayer. The waste of time and money 
involved in filing the necessary returns, keeping the 
proper accounts and data, and keeping track of his 
taxable status under rapidly changing taxing sys- 
tems are extremely irksome, and add to the taxpay- 
er’s burden but contribute nothing to the revenues 
of the states. When a taxpayer, whose interests and 
business are nationwide, may be compelled to file a 
maximum of 22 income tax returns, no two of which 
are alike, the extra trouble and expense are apt to 
impress him very vividly with the waste and ineffi- 
ciency involved in the lack of coordination of our 
taxing system. 

The tax conflicts which arise among the several 
states are nearly as serious as those which arise 
between the Federal Government and the states. 
The modern, wide-spread, unitary system of business 
which transcends state lines, and may, in fact, reach 
into every state in the Union, has added new difh- 
culties to an already complex situation. Property 
may be taxed in one state while the certificates of 
ownership thereto are taxed in another state on the 
basis of domicile. Income may be taxed in the 
state in which it arose and also in the state in which 
the recipient resides. 

Until recently the estate and inheritance tax con- 
flict between the states was a glaring example of the 
inequity and injustice Which can be caused by lack 
of uniformity and coordination. Happily, this situa- 
tion has been greatly aided by court decisions and 
legislative action. 

We can not, however, depend on judicial interpre- 
tation to iron out all of these difficulties. There 
must be effective coordination between the Federal 
Government and the states, and between the several 
states, in order to remove the inequities caused by 
double taxation. We must constantly keep in mind 
our goal of a fair or just distribution of the taxes 
necessary for the maintenance of our governments. 
In the long run, no advantage can be gained by the 
levy, on the part of any state, of an unjust or unduly 
high rate of tax. Such a rate usually results in the 
loss of revenue rather than gain, as business will 
seek more favorable tax jurisdictions when the tax 
burden becomes oppressive. Moreover, high tax 


rates encourage tax evasion and tax avoidance. 
Persons and property are continually moving from 
one taxing jurisdiction to another. There are nu- 
merous instances of the enticement, by means of 
favorable taxes, of persons and business enterprises 
to move across state lines. The Federal Govern- 
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ment, being able to embrace all American business 
within its borders, is under no such handicap. 
A further cause of conflict between the states is 
the difficulty in finding fair criteria for the allocation 
of income, in the case of business concerns whose 
activities extend over several states. The allocation 
fractions now in use, in anumber of cases, actually 
cause the sum of the parts to exceed the whole. 


Pressed by the cry of the distressed property 
owner, and the threatened collapse of the property 
tax systems in a number of jurisdictions, state au- 
thorities have been compelled to rely more and more 
upon the field in which double taxation is already 
encountered. There is no reason to hope for de- 
creases in the present tax conflicts, unless steps are 
soon taken to coordinate our tax systems. 


Several methods of effecting an equitable redistri- 
bution of the tax burden, with special emphasis on 
the elimination of these evils, have been advanced. 
State-shared, nationally administered taxes; and the 
separation of tax bases, upon which conflicting taxes 
are now imposed, into Federal and state fields are 
some of the most noteworthy of these suggestions. 


The Committee on Ways and Means of the United 
States Congress has given serious consideration to 
the problems involved. We are fully cognizant of 
the fact, that, while the states have frequently en- 
croached upon types of taxation developed by the 
Federal Government, Federal authorities are no less 
guilty of the same offense. The Members of the 
Committee realize the gravity of these problems and 
are willing and anxious to cooperate with the officials 
of the several states in an attempt to solve them. 
Weare very much interested in the findings and con- 
clusions of this Assembly and will give them careful 
consideration. I have recently reappointed the Sub- 
committee on Double Taxation from the member- 
ship of the Committee on Ways: and Means to 
further investigate this subject and to furnish a con- 
tact point between this Assembly and the Federal 
legislators. The Honorable Fred M. Vinson, of 
Kentucky, who has already done some splendid work 
on this subject, is chairman of this Subcommittee. 

The purpose of this representative, Second Inter- 
state Assembly can not be too highly praised. The 
accomplishments of the First Interstate Assembly 
and the work done by such groups as the American 
Legislators’ Association and the Council of State 
Governments has helped materially to focus official 
attention upon the problems of conflicting taxation. 
Progress has been made in analyzing these problems 
and considering methods of their solution. There 
is no doubt but that a new spirit of cooperation is 
growing between taxing authorities and that the old 
policy of isolation and self-sufficiency is vanishing. 
We have learned that progress in any unit of gov- 
ernment is hindered unless the officials of such unit 
exercise due regard for the welfare of the other gov- 
ernmental units. 

With praise for past performance, however, must 
go the realization that this task is just begun. The 
coordination of effort and mutual interest already 
demonstrated are very encouraging and, if continued, 
promise an eventual solution to the difficulties so 
prevalent in our present tax systems. 
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State Taxation of Banks 


By Epwin S. Topp * 


N NO field of state taxation are conditions more 
chaotic and unsatisfactory than in the taxation 
of financial institutions. The chief cause of the 

present confusion lies in the fact that one group of 
banks is chartered by the states, and another by the 
Federal Government. The construction of a prac- 
tical and equitable system of state taxation of finan- 
cial institutions involves two fundamental problems: 
The first problem is that of finding a common rule 
for the taxation of all classes of financial enterprises ; 
and the second problem involves the attempt to bring 
the taxation of national banks into 

line with the taxation of other finan- 


cial and business enterprises in the 
state. 


I. The Problem of Uniformity 


AN WE treat all financial en- 

terprises alike? A survey of 
the economic nature of financial in- 
stitutions reveals the fact that they 
are not all alike and, therefore, they 
should not receive like treatment in 
taxation. Financial bankers, stock 
brokers, and mortgage loan compa- 
nies are substantially like other 
business enterprises and can be 
treated in the same manner from 
the point of view of taxation. But 
there*are two types that deserve 
special consideration, namely: build- 
ing and loan associations and sav- 
ings banks. 





1. Building and Loan Associations 


3uilding and loan associations of 
the pure type—that is, those that have 
not assumed the additional functions of a savings 
bank—are rather peculiar in character. They: were 
originally formed to encourage home ownership, and 
the borrowers became stockholders in the associa- 
tion. This original plan has been modified, as in 
Ohio, during recent years so as to permit the mak- 
ing of loans to non-members. In the case of those 
associations where borrowers become stockholders, 
the procedure is substantially as follows: When 
one borrows money from the association he becomes 
a member and a stockholder, his total stock being 
the equivalent of the amount borrowed. He pays 
interest on the loan; while, at the same time, he is 
generally credited with interest on the sums he 
deposits as partial payments on the loan. At regu- 
lar intervals—generally once a month—he makes a 
deposit to cover payments on principal and interest. 
Readjustments of interest are made at stated inter- 
vals, as the principal of the loan diminishes; and 
when the payments on the principal equal the amount 
borrowed, the borrower ceases to be a stockholder. 

Should such a financial institution be taxed? If 
so, how? The individual borrower-member cannot 








* Miami University. 
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be taxed, for there is obviously nothing to tax. 
Naturally, the borrower-member is paying taxes on 
the real estate he has purchased by means of the loan 
secured from the association; but he has neither 
money deposits nor stock in the sense that these 
terms are generally used. On the other hand, when 
we come to consider the possible methods of taxing 
the building and loan association as a unit, we face 
a dilemma similar to that encountered in the taxa- 
tion of mutual life insurance companies. If we tax 
the mortgages held by the association, we are not 
only guilty of double taxation but 
we inevitably increase the rate of 
interest to be paid by the borrower- 
member ; and, if we tax the deposits, 
we also increase the interest burden. 
We have left but one other tax base 
—the association’s surplus which 
has its source in the amount of in- 
terest received on loans—less, of 
course, the administrative expenses 
of the association. If there is jus- 
tice and equity in taxing that part 
of the net income of a life insurance 
company “paid” to policy holders 
in so-called dividends, it may be 
considered equally equitable to tax 
the annual additions to the surplus 
of a building and loan association 
including the total sum “paid” to 
the borrower-member in the form 
of interest on his deposits. 

When a building and loan asso- 
ciation, however, assumes banking 
functions, such as the development 
of a savings department and the 
issue of what.,may be called with- 
drawable stock—or sometimes, preferred stock—the 
case is somewhat different. For example, a deposi- 
tor may open an ordinary savings account as in a 
savings bank; or he may elect to become a non- 
borrowing stockholder, with the privilege of with- 
drawing his stock at any time, in which case he 
generally receives a somewhat larger rate of interest 
over that paid to the ordinary depositor ; this excess 
might possibly be termed a dividend. In this case 
shall we tax either the ordinary depositor or the 
stockholder-depositor individually? Our discussion 
of the problem of the taxation of intangibles? led us 
to conclude that we should discard that form of tax- 
ation and substitute a personal income tax. Inas- 
much as savings deposits are a form of intangible 
property, we are forced to conclude that the deposi- 
tors can best be reached by a tax on their personal 
incomes. 

Should a building and loan association of this 
mixed type be taxed at all? There is no reason why 
it should not be subjected to some kind of business 
tax. If the association were made up entirely of 





1The Taxation of Intangible Personal Property,” Tur Tax Maca- 
ZINE, June, 1931. 
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non-borrowing depositors, its situation would be 
very similar to that of the ordinary loan company 
operated for profit; and, in that case, it would be 
justly subject to a business tax on net income. 
There is, therefore, no reason why a building and 
loan association should not pay a business tax on its 
net income in the proportion that its capital is fur- 
nished by non-borrowing members. 


2. Savings Banks 


Savings banks are of two kinds, one with capital 
stock like that of a commercial bank and the other 
consisting of mutual societies or banks with no 
capital stock. Banks of the first type should obvi- 
ously be grouped with ordinary commercial banks 
for taxation. Mutual savings societies or banks, on 
the other hand, are not organized for private profit ; 
they are organized for the purpose of encouraging 
thrift, and their investments are almost invariably 
restricted by state law. Should they be taxed? If 
so, how? 

Real estate owned by savings societies should of 
course be taxed. We have already found that it is 
not feasible to tax the individual depositor on his 
savings deposit;? and, to tax the deposits to the 
bank, even at a low flat rate as is frequently done, 
may and often does work hardship to the depositor 
and injustice among the banks that are operating 
close to the margin of profitable production. If, 
then, mutual savings banks are to be taxed at all, 
there is apparently only one method left, namely, to 
tax them on a basis of net income. A low business 
income tax, in any event, would be more just than 
any other form of taxation both to the depositors 
and to the savings bank as a going concern. 


II. The Taxation of Commercial Banks 


T IS the general opinion among tax authorities 
that all commercial banks—including trust com- 
panies, and savings banks having capital stock—. 
should be treated exactly alike as business enter- 
prises. “The tax on banks should fall equally on all 
competing capital, should be uninfluenced by the 
character of investments, should be automatic and 
leave practically no discretion to assessors, should be 
uniform throughout the state, and should be reason- 
able in amount.”* Real estate of banks and trust 
companies should of course be taxed locally as in 
the case of any other class of business enterprises ; 
while the banks as going concerns should be taxed 
according to a uniform rule and at a rate prescribed 
by the state legislatures. While there has been 
general agreement as to these propositions there 
has been great difficulty in applying them to state 
and national banks alike on account of the limitations 
upon the taxing power of the states imposed by Fed- 
eral banking laws and by various decisions of the 
United States Supreme Court. In order to under- 
stand the nature of the problem involved, it will be 
necessary to go briefly into the history of the banking 
system in the United States. 





2 Ibid, p. 212. $ , 
_* “Report of Committee on Bank Taxation.” Proceedings National 
Tax Conference, 1911, p. 315 
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1. Bank Taxation Prior to the Civil War 


Prior to the Civil War, commercial banking was 
for the most part carried on by local banks char- 
tered by the states. There was no Federal paper 
currency, but state bank notes were in general use. 
During the entire period from the adoption of the 
Federal constitution until the Civil War, the Fed- 
eral Government had only two experiences with na- 
tional banks. The first United States Bank, 
established by Congress in 1791 at the suggestion 
of Alexander Hamilton, Secretary of the Treasury, 
was intended to be a great central bank, modeled on 
the general plan of the Bank of France. It had a 
brief existence of twenty years. The bank had been 
successful in financing government loans, in the safe- 
keeping of the public deposits, and in financing im- 
porters and traders; but it was unpopular because 
it was supposed to be undemocratic and too influen- 
tial in centralizing the forces of the Federal Gov- 
ernment. In 1816, the second United States Bank 
was chartered and it lasted until 1836, when its char- 
ter was annulled. Its death was due to the opposi- 
tion of the state banks and to the anti-bank campaign 
of Andrew Jackson. From this time on to the period 
of the Civil War, commercial banking was carried 
on wholly by enterprises chartered by the states. 

The most noteworthy attempt to tax the old 
United States Bank was made by Maryland in 1818. 
The legislature of that state imposed a tax upon the 
notes of all banks located within the state. The 
Maryland branch of the United States Bank resisted 
the tax; the state courts upheld the tax, but the 
United States Supreme Court in a momentous deci- 
sion overruled the lower court.* The decision pf the 
Court did not forbid state: taxation of real estate 
owned by the United States Bank, nor the taxation 
of securities owned by citizens of a state. Ohio 
made a further attempt in 1819 to impose a tax of 
$50,000 on the two branches in Cincinnati and Chille- 
cothe. The branches refused to pay, and the local 
sheriffs seized $98,000 of the bank’s money on behalf 
of the state. The bank secured the arrest of the 
local officers, and on appeal the case was carried to 
the United States Supreme Court. In rendering an 
opinion in the case the Court reiterated the former 
opinion and held that the bank was in effect an 
instrumentality of the Federal Government and thus 
not subject to state taxation.® 

The first state to levy a direct tax on state banks 
was Georgia; in 1805, that state levied a tax on the 
capital stock and a smaller tax on the note circula- 
tion of all banks operating in the state. Pennsyl- 
vania, in 1814, taxed banks upon their dividends or 
net profits. Ohio and Virginia were the only other 
states which began the taxation of banks by taxing 
dividends. Ohio, in 1850, changed to the general 
property tax rate on capital stock. In most of the 
states, prior to the Civil War, the principle of the 
local property tax prevailed. “When the capital 
stock was taxed at all, it was simply as representing 
the personal property, and hence it was taxable 
locally at the general rate of the property tax.” ° 





* McCulloch v. Maryland, 4 Wheaton, 316. 
5 Osborn v. U. S. Bank (1824), 9 Wheaton, 738. 
®°E. R. A. Seligman, Essays in Taxation, p. 151. 
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2. The Origin of the National Banking System 


During the first half of the Civil War, the Secretary 
of the Treasury, Salmon P. Chase, partly on account 
of his experience with state banks and state bank 
currency in the middle west, and partly as an expedi- 
ent for the sale of United States bonds, urged 
Congress to set up a national banking system. 

As a result, Congress, in 1863, passed a banking 
act, authorizing the organization of private banking 
associations under Federal charter, and granting 
them the privilege of issuing currency secured by 
the deposit of United States bonds with the treasurer 
of the United States. The national bank currency 
gradually superseded state bank currency, inasmuch 
as state bank issues were driven out of existence 
through heavy taxes authorized by the Federal 
Government. 

The original act made no provision for state tax- 
ation of national banks, and complaints soon arose 
that the banks were escaping local taxation alto- 
gether. This defect was remedied in 1864, when 
Congress granted power to the states to tax the 
shares of stock of national banks in the names of 
the stockholders ; but the states could neither tax the 
franchises nor the property of the banks. Various 
amendments were made to the national banking act 
during the next few years which finally became incor- 
porated in what is now the famous Section 5219 of 
the Federal statutes. This section is of such great 
importance that it is given in full, as follows: 

Nothing herein shall prevent all the shares in any associa- 
tion from being included in the valuation of personal prop- 
erty of the owner or holder of such shares, in assessing 
taxes imposed by authority of the state within which the 
association is located; but the legislature of such state may 
determine and direct the manner and place of taxing all the 
shares of national banking associations located within the 
state, subject to two restrictions that the taxation shall not 
be at a greater rate than is assessed upon the moneyed capital 
in the hands of individual citizens of such states and that 
the shares of any national association owned by non- 
residents of any state shall be taxed in the city or town 
where the bank is located and not elsewhere, nothing 
herein shall be construed to exempt the real property of 
associations from either state, county, or municipal taxes, 
to the same extent according to its value as other real 
property is taxed. : 

The United States Supreme Court in Owensboro 
National Bank v. Owensboro,’ in speaking of this 
section, says: 

This section (5219) is the measure of the power of a 
state to tax national banks, their property, or their fran- 
chises. By its unambiguous provisions the power is con- 
fined to the taxation of the shares of stock in the name 
of the shareholders and to an assessment of the real estate 
of the bank. Any state tax, therefore, which is in excess 
of and not in conformity to these requirements is void. 


It will readily be seen that, as a result of the restric- 
tions contained in Section 5219, the states have been 
compelled to tax both national and state banks by 
the same uniform method so as to avoid any appear- 
ance of discrimination against national banks. 


3. Increasing Difficulties in State Taxation of 
State and National Banks 


The taxing power granted by Section 5219 pro- 
voked little opposition during and immediately after 
the Civil War, for the reason that it was thoroughly 


7173 U. S. 644. 
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in keeping with the prevailing tax system in the vari- 
ous states. The general property tax with uniform 
rates was still the system in common use in the 
states. The development of corporations, together 
with the concomitant growth of intangible prop- 
erty had scarcely begun; and so, for many years 
after the Civil War, the system enabled the states 
to tax the national banks on a substantial parity with 
other business enterprises in the state. 


The rapid breakdown of the general property tax 
during the last fifty years, however, together with 
the concomitant difficulties in taxing intangibles, 
compelled the states to reorganize their tax systems 
through the introduction of special tax rates on in- 
tangibles, the enactment of special corporate fran- 
chise taxes, or the construction of personal income 
taxes. During this long period of fiscal development, 
the national banks in some states were in a favored 
position in respect to taxation; while in others there 
was undoubted discrimination against the banks 
through the higher valuation of bank property in 
comparison with other kinds of property. This dis- 
uniformity in state taxation of intangibles and of 
bank shares has continued to the present time. As 
late as 1929, the majority of the states still used the 
general property tax in taxing banks, the tax on 
bank shares generally being paid by the banks. Ina 
few states, bank shares were taxed at a uniform rate 
under property classification laws; and nine states 
only had abandoned more or less definitely the gen- 
eral property tax.® 


4. The Richmond Decision 


The efforts of the states to reach intangibles 
through special: classification laws gradually pro- 
duced a situation giving rise to complaints, fre- 
quently having a just foundation, that national banks 
were unfairly treated in comparison with so-called 
competing capital. While there had been many cases 
before the Federal courts involving alleged unfair 
taxation of national banks; and while there had been 
much discussion as to the exact meaning of that 
provision of Section 5219 which declared that na- 
tional bank shares must not be taxed at a higher 
rate than other capital investments; the Richmond 
decision of 1921 was the decisive factor in focusing 
the attention of the states on the necessity of a radi- 
cal reexamination of their tax laws on bank taxation 
—particularly the taxation of national banks. The 
Richmond case was brought before the United States 
Supreme Court by the Merchants’ National Bank 
of Richmond, Virginia. Briefly stated, the facts in 
the case were as follows: Shares of stock of national 
banks in Virginia were taxed at a much higher rate 
than that imposed upon intangibles owned by: indi- 
vidual citizens. The Merchants’ National Bank of 
Richmond resisted the tax and filed a petition in the 
Hustings Court of Richmond against the city to 
correct the assessment as erroneous. The first hear- 
ing resulted in an order granting the relief prayed 





8It must be remarked here that authorities in the various states 
were fully aware of the inequalities arising from the lack of uniformity 
in state tax laws. As early as 1910, efforts were made to bring about 
order and uniformity in bank taxation. A committee of the National 
Tax Association after a survey of the tax plans in use, reported in 
favor of the adoption of the plan used in New York, by which all 
banks, state and national, were taxed on capital, surplus, and undi- 
vided profits. 
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for; but, upon review by the State Supreme Court 
of Appeals, that court remanded the case to the 
lower court for further hearing ; the lower court then 
dismissed the proceeding, refusing to grant the peti- 
tion. The Supreme Court of Appeals affirmed the 
judgment of the Hustings Court. The Merchants’ 
Bank appealed the case to the Supreme Court of the 
United States. 

The Supreme Court, in deciding this case in favor 
of the bank, first declared that where a state court, 
as in this case, omits to find the facts relevant to a 
question of Federal law, it is the duty of the highest 
Federal court to examine the evidence on the subject. 
The Court found that— 

The Supreme Court of Appeals (Virginia) entertained 
the view that the purpose of Section 5219 was confined to 
the prevention of discrimination by the states in favor of 
state banking associations as against national banking 


associations, and that since none such is shown here there 
was no repugnance to the Federal statute. 


The Court reiterated its decision that this is an erro- 
neous point of view: 

By repeated decisions of this Court, dealing with the 
restriction here imposed, it has become established that 
while the words “moneyed capital in the hands of indi- 
vidual citizens” do not include shares of stock in corpora- 
tions that do not enter into competition with the national 
banks, they do include something beside shares in bank- 
ing corporations and others that enter into direct compe- 
tition with those banks. They include not only moneys 
invested in private banking, properly so called, but invest- 
ments of individuals in securities that represent money at 
interest and other evidences of indebtedness such as nor- 
mally enter into the business of banking. . “No 
decision of this Court to which our attention has been 
called has construed Section 5219 as leaving out of 
consideration the rate of state taxation imposed upon 
money capital in the hands of individual citizens invested 
in loans or securities for the payment of money, either 
for permanent or temporary purposes, where such 


moneyed capital comes into competition with that of the 
national banks.® 


5. The 1923 Amendment to Section 5219 


As a result of the Richmond decision there arose 
a strong demand for such changes in Section 5219 
as to enable the states to have greater leeway in the 
taxation of national banks. In response to this 
urgent demand, Congress, in 1923, amended Sec- 
tion 5219 so as to provide for three possible methods 
of state taxation—the choice of any one to exclude 
the others. The three methods were: (1) A tax on 
bank shares. (2) The inclusion of dividends there- 
from in the taxable income of the owner or holder 
of bank shares. (3) A tax on the income of the 
bank. If the tax is on net income, the tax must not 
be at a higher rate than upon other financial enter- 
prises, nor higher than the highest rates assessed 
upon the net income of mercantile, manufacturing, 
and business enterprises. If the tax is on shares, it 
must not be at a greater rate than is assessed upon 
other moneyed capital coming into competition with 
the business of national banks, “provided, however, 
that bonds, notes or other evidences of indebtedness 
in the hands of individual citizens not engaged in 
banking or investment business, but representing 
personal investments,—shall not be deemed moneyed 
capital within the meaning of this section.” Real 
estate of course can be taxed as usual. 


® Merchant’s National Bk. v. City of Richmond, 256 U. S. 635. 
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The proviso just quoted in regard to the taxation 
of shares has not changed the situation as is shown 
by reference to a decision of the United States Su- 
preme Court in the case of First National Bank v. 
Anderson.”® 


The proviso merely makes more explicit the implications 
already to be found in many repeated court decisions. In 
Mercantile National Bank v. New York (121 U. S. 138)—it 
was distinctly held that the words “other moneyed capital” 
must be taken as impliedly limited to capital employed in 
substantial competition with the business of national banks. 
In later cases that definition was accepted and given effect 
as if written into the restriction. It, of course, would 
exclude bonds, notes or other evidences of indebtedness 
when held merely as personal investments by individual 
citizens not engaged in the banking or investment busi- 
ness, for capital represented by this class of investments 
is not employed in substantial competition with the busi- 
ness of national banks. Thus in legal contemplation and 
practical effect the restriction was the same before the 
enactment as after. 

To what extent has this amendment clarified the 
situation or remedied matters in respect to the more 
equitable state taxation of banking institutions? 
A search of the voluminous literature on the subject 
reveals even yet a vast confusion and great differ- 
ences of opinion as to what constitutes a fair basis 
for the taxation of national banks. On the one hand, 
it is contended that shares of stock of national bank- 
ing associations should be taxed as high as real 
property; on the other hand, it is contended that it 
is impossible for a state to levy an equitable tax, if 
comparison must be made with other subjects of 
taxation. Another group contends that the states 
should be absolutely free to tax national banks as 
they please, so long as they treat them as they do 
state banking institutions; and still another group, 
increasing in numbers, believes that banking should 
be treated as a business enterprise, and treated ex- 
actly like other business enterprises, whether the 
method be one of taxing business property or of tax- 
ing the net income arising from business operation. 


Similar confusion exists in regard to the meaning 
of the expression “other moneyed capital.” Build- 
ing and loan associations and savings societies have 
been excluded as non-competing enterprises. State 
commercial banks, trust companies doing a banking 
business, and private bankers who accept deposits 
generally are to be included as competitors. But, 
in spite of the proviso mentioned above, there is no 
reason for believing that the Federal courts will not 
hold certain kinds of investments, such as notes 
secured by mortgages held by individuals, are not 
moneyed capital in competition with national banks. 
Those states, therefore, with a modified general prop- 
erty tax seem to be no nearer a solution of the prob- 
lem than they were before the amendment was 
passed. 


At this point, in justice to the national banks, it 
must be noted that, after the Richmond decision, 
many of them continued to pay state taxes without 
protest even though an appeal to the United States 
Supreme Court might have resulted in a reduction 
of taxes in their favor. In many cases, the banks 
were doing this under special agreement with state 
tax officials, thus creating a situation of private toler- 
ance and bargaining which is out of keeping with 


1 269 U. S. 341 (1926). 
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fundamental political and fiscal principles. The only 
way out of this unfortunate situation for those states 
that desire to maintain taxes on bank shares is 
through action of Congress in declaring explicitly 
that moneyed capital is not to be considered as capi- 
tal competing with national banks; and in declaring 
further that the states may tax national bank shares, 
provided such taxation is not greater than the taxa- 
tion imposed upon state banking associations or trust 
companies doing a banking business, or imposed 
upon the shares of such banking institutions." 


6. The 1926 Amendment to Section 5219 


Continuing the discussion from the standpoint of 
historical continuity, we shall first try to explain 
why the states did not immediately take advantage 
of the third plan offered by the 1923 Amendment 
permitting the taxation of national banks on their 
income. The chief restraining reasons were that, 
under the 1923 Act, national banks could not be 
taxed like other corporations, because: (1) bank 
dividends would be exempt if bank income should 
be made the basis for taxation; and (2) tax exempt 
interest could not enter into the computation of the 
basis in case of the national banks. Inasmuch as the 
banking business, to a very appreciable degree, com- 
prises the purchase and sale of tax exempt securi- 
ties, an income tax would fall on a relatively small 
proportion of the income of national banks while 
other business enterprises would be forced to pay 
taxes on their entire net income. The states were 
practically inhibited therefore from taking advan- 
tage of the third plan unless further favorable action 
should be taken by the Federal Congress.” 


Congress, in March 1926, amended Section 5219 by 
adding a fourth method for state taxation of national 
banks, namely, that the tax might be according to 
or measured by their net income. The states could 
therefore tax national banking associations on their 
shares, or on their net income, or according to or 
measured by their net income, or include dividends 
derived from bank shares in the taxable income of 
the owners or holders. If the tax should be imposed 
on or measured by net income, the taxing state might 
include the entire net income received from all 
sources, but the rate must not be higher than the 
rate assessed upon other financial corporations nor 
higher than the highest of the rates assessed by the 
taxing state upon mercantile, manufacturing and 
business corporations within the limits of the state. 
The law further provided that a state which imposes 
a tax on or according to income, or which imposes 
a franchise or excise tax on financial, mercantile, 
manufacturing and business corporations organized 
under its own laws or laws of other states, and also 
imposes a tax upon the income of individuals, may 
include in such individual income dividends fron. 
national banking associations located within the 
state on condition that it also includes dividends from 
domestic corporations and may likewise include divi- 
dends from national banking associations located 
without the state on condition that it also includes 


11 See reports of special committees on bank taxation, Proceedings 
National Tax Conferences, 1922, 1926, 1929. 

1 See report of Committee on National Banks, Procecdings National 
Tax Association, 1926, p. 284. 
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dividends from foreign corporations, but at no higher 


rate than is imposed on dividends from such other 
corporations. 


To all appearances, the states, especially those that 
had adopted business income taxes, could now treat 
national banks as they treated other corporations and 
their shareholders ; and they could include dividends 
from bank shares in the personal income tax on 
shareholders provided the rate should be the same 
as that assessed upon the net income from other 
moneyed capital. The long struggle for a greater 
freedom in taxing national banks in conformity to 
that of domestic financial enterprises seemed to have 
been won, and many of the states proceeded to apply 
the income tax plan to the taxation of national bank- 
ing corporations. But the satisfaction of the states 
in their new freedom was short lived. The United 
States Supreme Court, in the now celebrated Macallen 
case decision, played havoc with the new Federal 
legislation by the implied declaration that the new 
legislation simply meant that the states must treat 
national banks as they treat other business enter- 
prises, but that the old inhibitions on the states in 
respect to measuring excise taxes by income from 
tax exempt securities still holds good in spite of the 
amendments to the National Bank Act. 


7. The Macallen Case 


The Macallen case arose in Massachusetts. The 
Macallen Company, a private manufacturing corpo- 
ration, contended in the state courts of Massachu- 
setts that the state franchise tax on business 
corporations, measured by net income, was uncon- 
stitutional in cases where the assessed value of net 
income included interest from tax exempt securities. 
The. Macallen Company owned a large number of 
Federal, county, and municipal securities, and the 
income from these securities was included in the net 
income for tax purposes. 


The Massachusetts law was not primarily an in- 
come tax measure; but it was termed a franchise 
measure, and imposed an excise tax measured by net 
income. The Macallen Company paid the tax under 
protest and brought a petition for abatement of the 
tax under the provisions of the state law, and alleg- 
ing the unconstitutionality under the Federal con- 
stitution, of the statute insofar as it was held to 
include interest derived from tax exempt securities. 
The Supreme Judicial Court of Massachusetts dis- 
missed the case on the ground that the tax was not 
a tax on income, but an excise “with respect to the 
carrying on of business ;”’—the income, therefore was 
not taxed, “but simply employed together with the 
other items in ascertaining the measure for comput- 
ing the excise.” 


An appeal from the judgment of the Supreme 
Judicial Court was taken to the United States 
Supreme Court. The Court, in a momentous deci- 
sion in May 1929, declared the Massachusetts Act 
unconstitutional, insofar as it affected income from 
Federal securities, for the simple reason that no state 
could include income from tax exempt securities in 
its measure of an excise tax. While the decision 
was made in connection with the taxation of a private 
corporation, it was the general opinion of tax authori- 
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ties that the Court would unquestionably apply the 
same rule to state taxation of national banks, in spite 
of the recent Federal legislation to the contrary. It is 
therefore of importance to our discussion to review 
the decision in detail. 


The Court began with a reiteration of the ancient 
doctrine that a state tax, however small, upon United 
States securities or the interest derived therefrom, 
interferes or tends to interfere with the constitutional 
power of the general government to borrow money 
on the credit of the United States.* The Court 
further reiterates the statement that the mere words 
of any state statute, or the opinion of a state court 
as to the nature of a tax, are not conclusive as to 
the constitutionality of the act: 


Neither state courts nor legislatures, by giving the tax 
a particular name, can take away our duty to consider its 
nature and effect. And this Court must determine for itself 
—whether the tax here is what, in form and by the decision 
of the state court, it is declared to be, namely, an excise 
on the privilege of doing business, or, under the guise of 
that designation, is in substance and reality a tax on the 
income derived from tax exempt securities. . The 
(Massachusetts) court below predicates its decision upon 
a series of decisions of which Flint v. Stone Tracy Co., 220 
U. S. 107, 163, is the extreme example, holding that a tax 
lawfully imposed upon the exercise of corporate privileges 
within the taxing power may be measured by income from 
the property of the corporation although a part of such 
income is derived from non-taxable property. . . . The 
distinction pointed out in those cases is between an attempt 
to tax the property or income as such and to measure a 
legitimate tax upon the privileges involved in the use 
thereof. It is implicit in all these decisions that the thing 
taxed in form was in fact and reality the subject aimed at, 
and that any burden put upon the non-taxable subject by 
its use as a measure of value was fortuitous and accidental. 


The Court then went on to reiterate the oft-repeated 
proposition that the states cannot tax the instrumen- 
talities or bonds of the United States, or the income 
derived therefrom, directly or indirectly—‘that is to 
say, it cannot tax them in any form.” 


In the present case, it appears that the original 
statute exempted from consideration as a part of the meas- 
ure of the tax all interest upon the non-taxable securities. 
The amended act now in force has the effect of repealing 
this original provision and imposing a burden upon the 
securities from which, by express language, they had there- 
tofore been free. This was a distinct change of policy on 
the part of the Commonwealth, adopted, as though it had 
been so declared in precise words, for the very purpose of 
subjecting these securities pro tanto to the burden of the 
tax. It has been suggested that the object of the 
change was to conform the taxation of business corpora- 
tions to that authorized for the taxation of national banks. 
Whether, under recent Federal statutes, states are author- 
ized to impose a tax upon the income from United States 
bonds, held by national banks, we need not stop to inquire. 
Certainly there is no statute of the United States which 
undertakes to authorize a state to impose a tax upon such 
bonds held by other kinds of corporations. And what 
power Congress has under the constitution in respect of 
such authorization we need not now determine. It is clear 
that authority, even if given, to impose a tax on Federal 
bonds in the case of national banks does not include, by 
implication or otherwise, the authority to impose a tax 
upon such bonds held by ordinary corporations.” 


It is interesting to note that Justices Stone, Bran- 
deis, and Holmes dissented from this majority opin- 
ion. Justice Stone, in presenting the minority 
opinion, held that no considerations of public policy 
would warrant the denial of power to a state to levy 





13Cf. Weston v. Charleston, 2 Pet. 449, 468. 
™ The Macallen Company v. Pn Bain Bog 279 U. S. 620. 
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a franchise tax measured by income from Federal 
securities inasmuch as there was no possible chance 
that such a tax could or would impair either the 
dignity or the credit of the national government. 


8. The Present Situation 


Consternation and dismay prevailed among tax 
administrators as a result of the Macallen decision. 
Conference succeeded conference in nearly every 
state in order to find a way out of the difficult situa- 
tion in which the states now found themselves. 
Finally, representatives of state tax commissions, tax 
associations, and the American Bankers Association 
came to a compromise agreement which was pre- 
sented to the Federal Congress in May 1930, and 
embodied in what came to be known as the Goodwin 
Bill. Hearings on this bill were heard from time to 
time until the summer of 1932. The Goodwin Bill, 
as interpreted by the chairman of the taxation com- 
mittee of the American Bankers Association would 
not change the situation in those states working 
under the uniform ad valorem property tax; it would 
enable the states having low rates on intangibles, to 
disregard the old rule limiting the taxation of na- 
tional bank shares to the rate of taxation imposed 
upon other competing moneyed capital, provided: 
(1) taxes imposed upon banks are parallel with those 
on their chief competitors; and (2) that bank taxes 
shall absorb no greater percentages of the income 
of banks as a class than absorbed by taxes. from the 
incomes of business enterprises as a class. States 
using the income tax method are not affected; and 
states using an excise tax measured by all net income, 
may levy a specific tax on national bank shares, 
based upon the amount of dividends paid during the 
preceding year, plus the increase in surplus and undi- 
vided profits, except of any increase paid in by the 
shareholders. “The distinction between the Massa- 
chusetts excise tax (condemned by the Macallen 
decision) and the specific tax in the new bill is that 
the specific tax is levied upon the shareholders and 
not upon the banks.” ?° 


This plan has had few enthusiastic supporters 
among tax authorities and has met with violent 
opposition on the part of a few of the leading state 
tax commissioners. The opponents of the plan con- 
tend that nothing but complete freedom for the states 
in respect to the taxation of national banks will solve 
the present problem. On the other hand, the defend- 
ers of the measure, chiefly among the members of 
the American Bankers Association, hold that com- 
plete freedom would place the national banks at the 
mercy of the states. The opponents of the measure 
insist that ample protection would be afforded the 
national banks through the Fourteenth Amendment, 
while the defenders hold that the Fourteenth Amend- 
ment is entirely inadequate without the further pro- 
tection of the banking law.’® 


While various hearings have been had on the 
Goodwin Bill and various proposed substitutes and 
amendments have been made during the past two 
years, yet the Federal Congress has as yet failed to 





8 Thornton Cook, Proceedings National Tax Conference, 1930, p. 270. 


16 Cf. various speeches on this topic, Proceedings National Tax Con- 
ference, 1930. 
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enact that bill into law or to pass any other remedial 
measure. Meanwhile the confusion in the tax sys- 
tems of the various states in respect to bank taxation 
seems to have been accentuated. On the one hand, 
there has been a flood of litigation ; many banks have 
resisted taxation; and, as a result, millions of dollars 
have been lost to the state treasuries. On the other 
hand, many compromises have been made by which 
banks have been permitted to meet their tax obliga- 
tion by paying a small portion of the tax levied, thus 
creating an unfortunate situation which should not 
be permitted to continue. 


9. Pacific Company v. Johnson 


We cannot conclude the discussion of the present 
confused situation without adverting to a recent 
decision of the United States Supreme Court in the 
case of Pacific Company Ltd. v. Johnson," which raises 
the question whether the Supreme Court as noted 
in the dissenting opinion has merely added to the 
confusion, or whether it has in effect if not specifi- 
cally overruled the former Macallen decision. Is it 
possible that the Supreme Court will soon definitely 
overrule the Macallen decision, just as in the Fox 
Film case it unanimously overruled the exemption it 
had created in Long v. Rockwood in respect of patents 
and copyrights? To a layman at least, the Macallen 
and Pacific Company cases are very similar. The 
latter case came up to the United States Supreme 
Court on appeal from the Supreme Court of Calif- 
ornia. In 1929, California adopted the fourth plan 
authorized by Section 5219 for the taxation of na- 
tional banks “according to or measured by net in- 
come,” and including tax exempt income from public 
securities as a measure under a so-called franchise 
tax. The Court declared that the Pacific Company 
case is not one of discrimination: 


There is no attempt to measure the tax by exempt in- 
come while excluding from the measure all taxable income. 
The state seeks to do only what its contract permits it 
to do, to measure the franchise tax by all the net income 
of the taxayer.” 


The Court attempts to explain the difference be- 
tween this case and the Macallen case in these words: 


There, the Commonwealth, which had long imposed a 
tax on corporate franchises measured by taxable income 
of the corporation, amended its statutes so as to add the 
income from tax exempt bonds of the Federal government 
to the measure of the tax. It was held that this change of 
taxation policy, embodied in the statute as though it had 
been so declared in precise words for the very purpose of 
subjecting these securities bro tanto to the burden of the 
tax, was invalid 3ut the state of California, in 
its legislation, has indulged in no reversal of policy so 
far as the measurement of the franchise tax is concerned 
and in no discrimination either in favor of or against tax 
exempt income. It has sought in good faith to 
conform its scheme of taxation of corporations to a per- 
mitted method of taxing national banks to avoid discrimina- 
tion against the latter. It has effected its purpose by 
adopting a new form of privilege tax on corporations meas- 
ured by their net income, without any form of discrimina- 
tion as to the source of the income included in the measure, 
differing in this respect in no material way from the similar 
— upheld in Flint v. Stone Tracy Co., and in Educational 

lilms Corp. v. Ward. As (the state statute) operates 
to measure the tax on the corporate franchise by the 
entire net income of the corporation, without any discrim- 
ination between income which is exempt and that which is 
not, there is no infringement of any constitutional immunity. 


7285 U. S. 480, April 1932. 
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The layman, unversed in the technicalities of the 
law, finds great difficulty in understanding the legal 
reasoning which finds a distinction between the two 
cases, and is therefore somewhat reassured when he 
notes that Justices Sutherland, Van Devanter and 
Butler, who were with the majority in the Macallen 
decision, dissented on the ground that the situation 
in this case was the same as in the Macallen case 
except that the exemption from taxation was made 
by the state constitution instead of by statute. In 
the dissenting opinion, Mr. Justice Sutherland says: 

The bare recital of the facts, in our opinion, shows ie 
unreasonable it is to hold that the aim and purpose of the 
legislation was not, by indirection, to impose a tax upon in- 
come derived from tax exempt securities which, constitution- 
ally, could not be imposed directly. To say that the effect of 
the tax upon the tax exempt bonds is “casual” and not “its 
obvious aim,” is simply to presume upon our credulity. 
We think there is no escape from the conclusion that if the 
Miller and Macallen cases were followed the legislation here 
under review would be condemned. To base a distinction 
of these cases from the pending case upon differences so 
lacking in substance as to be in effect no differences at all, 


simply adds to the confusion already too great in this field 
of taxation. 


10. Conclusions 


Is. there any solution of the problem of bank taxa- 
tion that will lead us out of the confusion that exists 
today? If the problem were one of the application 
of economic and fiscal principles alone, it could be 
readily solved. We have already posited the propo- 
sition that there is general agreement among tax 
authorities that all commercial banks including trust 
companies and savings banks having capital stock 
should be taxed in the same way as all other business 
enterprises. We have also shown by argument and 
illustration that any tax on intangible property is 
archaic, inequitable, and impossible from the point 
of view of effective administration. Those argu- 
ments need not be repeated in this place.’ It is in- 
teresting to find confirmation of this point of view 
in a recent address on the bank problem by Professor 
Jensen, who says: 

The property tax on shares has not been justified, if we 
accept as a test substantial equality of taxation as between 
banks and other business enterprises. For it has singled 
out the commercial banks in the general property tax states, 
as the only business corporations, with the possible excep- 
tion of certain public utilities, to be taxed on the basis of 
the full value of all their property. Banks can 
neither participate in the prevailing evasion of taxes by 
non-listing of intangibles, nor participate in the prevailing 
undervaluation on tangible property. In short, the 
value of intangibles as general property is not a proper 
basis for their taxation.” 
Finally, a survey of business taxation in the United 
States will show that the trend of taxation is toward 
some form of business income taxation at rates that 
will be equitable as between the various classes of 
business enterprises and between business incomes 
and other sources of public revenue.” If therefore, 
we must give up the taxation of banking enterprises 
on their intangible property, we are forced to the 
conclusion that the only possible basis for their taxa- 
tion is net income—and “not according to or meas- 

(Continued on Page 370) 
18 Taxation of Intangibles,” THe Tax Macazine, June, 1931. 
19 Proceedings National Tax Conference, 1930, p. 300. 


* Cf. E. S. Todd, “Taxation of Business Enterprises, ” National Tax 
Bulletin, Sept. 1931. 
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AX delinquency—a chronic situation in most 
communities—developed into a serious prob- 
lem during the depression when increasing de- 

mands were made upon local treasuries at a time 


when the average property owner’s income was 
reduced. Delinquency results from either tempo- 


rary or permanent default in the making of tax pay- 
ments, and for our convenience we might call 
delinquency of two years or less “short termed” and 
that which covers a longer period “long termed.” 

The problem raised by the non-payment of taxes 
is a practical one. Property own- 
ers, not paying local taxes, have re- 
ceived fire and police protection, 
have had the use of improved thor- 
oughfares, of public schools, and all 
of the numerous services rendered 
by the community without paying 
their just share of the heavy ex- 
penses incident to maintenance. 
The collection of taxes and the re- 
duction of delinquency to a mini- 
mum is necessary to preserve the 
financial position of a community. 
The opportunity of meeting current 
obligations by the issuance of bonds 
is no longer as unlimited as it once 
was. sanking houses carefully 
watch tax collection records and the 
results have a direct bearing on bids 
for bonds. The unfairness of fur- 
ther burdening the great majority 
of tax payers who have consistently 
and faithfully paid their bills on 
time, with additional levies, when 
millions of uncollected taxes are re- 
corded, is apparent. 


Extent of Tax Delinquency 


'HE use of statistics in an attempt to ascertain 
the extent of tax delinquency has limitations. 
Due to variations in collection periods, legal penal- 
ties and their enforcement, and administrative poli- 
cies, the best that can be hoped for is a picture of the 
general situation. A very slight degree of improve- 
ment in the delinquency problem appeared in the 
year 1934. The trend was general and a number of 
municipalities which had been hardest hit by the 
depression reported a better than average recovery. 
The median trend for one hundred fifty-one cities for 
the years 1930 to 1934 is summarized in Table I.' 
The seriousness of the problem did not really mani- 
fest itself until the year 1932 when property owners 
stopped payment of taxes in earnest and delinquency 
reached as high as 50 per cent to 60 per cent in some 
communities. Tax strikes threatened and property 
owners with an ability to pay began to hide behind 
the skirts of the small home owner in whose behali 
relief measures were being adopted. 





* Chairman, 
Commerce. 

1F, L. Bird, Five Year Trend In Tax Delinquency, 
Municipal Service Report (Feb., 1935), p. 2 


Tax Commission, Buffalo (Nx Y.) Junior 


Dun & Bradstreet 





Aided by major 


Chamber of 


Tax Delinquency 


By DENTON A. FULLER, JR.” 





Denton A. Futter, Jr. 


328 


banking calamities and frozen funds, the problem 
continued to increase in 1933. 

The slight improvement in the situation for 1934 
might give one the optimistic view that the tax delin- 
quency crisis has passed. There has been no lack 
of sympathy for the person who actually was unable 
but wanted to pay his taxes. The state legislatures 
in 1933 offered every inducement for tax payment 
and this policy was continued during 1934. At the 
present time numerous bills for tax relief are before 
the various legislatures. Tax sales have been post- 
poned, penalty and interest rates 
reduced or waived, and in some 
cases even remitted, installment 
payment of back taxes and in some 
cases of current taxes has been made 
possible, redemption periods have 
been extended and compromise oj 
the principal of delinquent taxes 
has been permitted. A flood of tax 
payments has been the result, but 
the ultimate effect of such legisla- 
tion may be awaited with fear, and 
serious problems may be antici- 
pated due to the fact that the prop- 
erty owner who formerly paid 
promptly, and in many cases with 
difficulty, has been discriminate: 
against. Such legislation places a 
premium on tax delinquency and 
upon tax dodging. The reduction 
in penalties and postponement of 
tax sales is an incentive for the non- 
payment of taxes by those who are 
able to pay. 

A fact that cannot be overlooked 
is that the Home Owners Loan 
Corporation and local banks and insurance compa- 
nies who hold mortgages on property contributed 
heavily to the payment of taxes in 1934. The HOLC 
paid approximately $103,300,000 into local treasuries 
for the liquidation of back taxes and assessments 
on homes securing loans, according to a report of 
the corporation for the first year of operation issued 
September 19, 1934. HOLC payments for this pur- 
pose as of January 31, 1935 amounted to $141,829,000. 
In a number of communities the increase in tax pay- 
ments just about equaled the delinquent taxes paid 
by the HOLC. Improvement in collections was re- 
ported by city after city. In the case of 110 cities 
located in the State of Ohio, which reported total 
collections amounting to 79.3 per cent of the com- 
bined 1933 levies, 95 per cent of the 1934 levies was 
collected.? This would tend to indicate that the 
improvement recorded in 1934 was due more to na- 
tional intervention with the aid of financial institu- 
tions than to local initiative on the part of either the 
property owner or collection officials. 


The current property tax delinquency for all states 
of the nation, including state and local levies, on the 








*Idem, p. 4. 
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1932-33 levies amounted to 20.5 per cent. The uncol- 
lected and delinquent taxes totaled $909,465,000 on 
levies of $4,414,187,000 against property values of 
$139,514,930,000.* State, including local levy, delin- 
quency percentages for '1932- 33, grouped geograph- 
ically, were as follows: New England, 8.5; Middle 
Atlantic, 16; East North Central, 34; West North 
Central, 19; South Atlantic, 21.5; East South Cen- 
tral, 12.5; West South Central, 23.5; Mountain, 19.5; 
and Pacific, 18. The individual states reporting a de- 
linquency of 10 per cent or less were: Maine, 10; 
Vermont, 10; Connecticut, 10; Louisiana, 74; Wy- 
oming, 8; and Nevada, 7.5. States witha delinquency 
in excess of 30 per cent were: New Jersey, 41; Illi- 
nois, 37; Michigan, 40.5; Wisconsin, 30.5; North 
Dakota, 37.5; Florida, 36; and Oregon, 34. New 
York State with a property tax levy of $831,200,000 
for 1932-33, an amount equal to approximately one- 
sixth of the all the property taxes levied in the nation, 
reported a tax delinquency ranging from 0.15 per 
cent to 42 per cent in fifty-eight of the sixty-two 
counties with an average delinquency of 13.5 per 
cent. 


Table I 


MEDIAN TREND OF TAX DELINQUENCY, 1930-1934 IN 151 
CITIES OF OVER 50,000 POPULATION 





[m- 
Incr. prove- 


, ’ thru ment 
Fiscal Year Ending 1930 1931 1932 1933 1934 1933 1934 





0 %o % % % 
Twelve Cities Over 
500,000 Pop. 
Median Ee . 10.00 15.35 23.25 26.85 24.10 16.85 2.75 
Average of Per- 
centages ...... 10.25 13.80 20.31 25.15 22.42 14.90 2.73 
Eight Cities 300,000- 
500,000 Pop. 
Median .... . 10.55 12.05 19.80 24.10 19.05 13.55 6.05 
Average of Per- 
centages waves 25:86 U547 23.45 26.36 22.20 13.30 4.16 
Fifty-Seven Cities 
100,000-300,000 Pop. 
Median sie, 11.60 16.10 19.55 25.90 22.30 14.30 3.60 
Average of Per- 
Cemtages ...... 14.06 16.63 22.53 25.88 23.46 11.82 2.42 
Seventy-Four Cities 
50,000-100,000 Pop. 
Median See nsaianee 9.20 13.60 19.65 24.95 22.70 15.75 2.25 
Average of Per- 
eontages ...... 12.74 15.99 21.56 26.56 23.30 13.82 3.26 
One Hundred Fifty-One 
Cities 
Median .... 10.00 14.00 20.10 25.90 22.70 15.90 3.20 
Average of Per- 


centages ; 13.07 16.04 21.82 26.18 23.23 13.11 2.95 





The extent to which ad valorem taxes on property 
remains unpaid after they become subject to penalty 
is illustrated by Table I1.° For example, of the total 
levies analyzed for 1928-29, amounting to apPproxi- 
mately one-third of the actual total of all levies in 
the nation, 6 per cent was uncollected one year after 
first becoming due and payable, 3 per cent after two 
years, 2 per cent after three years and 1.5 per cent 
after four years. 

The tendency of temporary or short term delin- 
quency to become permanent is indicated in Table III,° 
which illustrates the extent to which taxes that were 
delinquent at the end of the first year of collection 
were reported unpaid in subsequent years. For ex- 
ample, three years after the 1929-30 levies analyzed 


3U. S. Bureau of Census, Realty Tax Delinquency, vol. 1. 
4 City levies not reported, except for City of New Orleans. 
°>U. S. Bureau of Census, Realty Tax Delinquency, vol. 1 
® Idem, vol. 1. 
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Table II 


PER CENT OF LEVIES UNPAID IN SUBSEQUENT YEAR 
AFTER LEVY 


Delinquency reported, by years after 





Amount date when due and payable— 
of Levy One Two Three Four 
Year of Levy Analyzed Year Years Years Years 

Be Sage ote cs 100 5.95 2.89 2.06 1.57 
Ce ., ae eer 100 6.41 3.21 2.31 1.87 
Seay 100 8.64 4.98 3.64 
DOME. she va véwmee 100 12.68 8.10 
NUR, Foust stereos: sate, CE 17.02 


became due 36 per cent of the amount delinquent one 
year after date were still unpaid. 

The problem may be viewed from a slightly dif- 
ferent angle by noting the percentage of delinquency 
on the levies for the years 1931 to 1934 which re- 
mained unpaid at the end of the 1934 fiscal year. 
The median figures for ninety representative cities 
show that at the end of the 1934 fiscal year 2.95 per 
cent of the 1931 levy remained unpaid, 5.9 per cent 
of the 1932 levy, 11.7 per cent of the 1933 levy and 
22.25 per cent of the 1934 levy.’ 


Another fact of interest is that the total accumula- 
tion of delinquent taxes at the close of the fiscal year 
ending in 1934 in ratio to the 1934 levies for one 
hundred thirty-six representative cities ranged from 
less than 10 per cent of the 1934 levy in some cases 
to over 100 per cent in others with a median of 57.45 
per cent for the entire group... This would imply 
that the average city is about 50 per cent of a given 
year’s levy short of realizing the total taxes due at 
the close of the 1934 fiscal year. 


Although tax delinquency in some communities 
has exceeded 50 per cent of the year’s levy and delin- 
quencies of 30 per cent of the total levy ‘being com- 
mon, with many small communities in virtual 
bankruptcy, it should be mentioned that extremely 
high delinquency is not necessarily inherent in the 
times. Representative cities with outstanding collec- 
tion records during the depression that have been 
able to collect at least 90 per cent of the 1934 levy 
are (figures following names of cities indicate per- 
— of collection): Prov ree R.. 4a. Bes 

San Jose, Cal., 4.6; Fresno, Cal., 4.9; San Francisco, 
Cat...3* serkeley, Cal., and Denv er, ‘Cel. Troy, 
N. Y., 5.8; Peoria, Ill. 6.5; Oakland, Cal., 73. ‘Louis- 
ville, Ky. , ‘and Schenectady, N. Y.,8.5 : Binghampton, 
N. Y., 8.7; Augusta, Ga., 95: and Albany, N. Y., 9.6, 

the 1934 delinquency being indicated.® 


A number of cities have been able to demonstrate 
exceptionally good financial stability during the de- 
pression by recording only a small increase in the 


Table III 


PER CENT OF THE TAXES DELINQUENT AT END OF THE 
FIRST YEAR WHICH WERE REPORTED UNPAID 
IN SUBSEQUENT YEARS 








Delinquency reported, by years after 
date when due and payable— 


One Two Three Four 
Year of Levy Year Years Years Years 
De Ei, Nc SERCO PE <i a tc 
I. op G Sis chest ele o wldls.e Seeietne 100 49 35 26 
| RRS Aenea ris 100 50 36 29 
SU no Avie 2 eeeeeeaters 100 58 42 








1931-32 a TR OES ae 100 64 





+8, be Bird, Five Year Trend In Tax Delinquency, Dun & Bradstreet 
Municipal Service Report (Feb., 1935), p. 9 

5’ Idem, p. 9. 

Idem, p. 6. 
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delinquency for the years 1933 and 1934 over 1930. 
Some of these cities had a relatively high delinquency 
in 1930, caused by low penalties and lax collection 
methods, but proved their ability to stabilize them- 
selves financially during a period of adverse economic 
conditions. 

To summarize the present situation is difficult. 
The New England States are in a favorable position, 
many cities in California report excellent collections 
and a general improvement has taken place through- 
out the South. Industrial cities as a rule show an 
improv ement corresponding to the general improve- 
ment in the city’s industry. At the same time a num- 
ber of cities reported delinquencies in excess of 
30 per cent on the 1934 levies. 


Causes of Delinquency 


IVE fundamental causes which are chiefly re- 
sponsible for tax delinquency have been stated 
by the National Tax Association’s Committee on Tax 
Delinquency: “Faulty collecting procedure; over- 
assessment; deflation in value; the sheer burden 


of property taxation ; and burdensome special assess- 
ments.” ?° 


Faulty Collecting Procedure 


This is a direct cause of temporary or short term 
delinquency and thereby is the first step toward long 
term permanent delinquency. The average indi- 
vidual finds it difficult to pay old debts and this seems 
to be true especially when the obligation represents 
property tax levies. Taxing authorities have recog- 
nized this reluctance in making tax payments and 
have established penalties, interest and foreclosure 
in an attempt to stimulate collections. It has been 
either the inability or the lack of desire on the part 
of tax collectors to employ these valuable aids to 
force prompt tax payment that has brought about 
the present back tax problem. Communities are now 
experiencing the blight that follows lax collection 
policies. The policy of “file and forget,” levy the 
tax but do not press collection, has been all too 
popular in the past. Undoubtedly many tax items 
could have been collected in a number of cities if 
a little initiative would have been exerted by the tax 
collector. 


Foreclosure in many instances has not been util- 
ized to the fullest advantage. Tax collectors have 
listened all too frequently to the property owners’ 
pleas for temporary extension of time with the prom- 
ise that payment would be made. The result was 
inevitable and such consideration did no. always 
result in tax payment. By simple, expeditious and 
inexpensive foreclosure, unpaid taxes will not ac- 
cumulate to a point where the property owner finds 
it virtually impossible or not to his advantage, to 
make full payment. 

Penalties should be sufficiently high in order that the 
owner of property will find it more advantageous to 
pay taxes than to invest funds in other channels. 
The effect of low penalties is well illustrated in the 
case of thirteen representative cities located in New 
Jersey which reported a median tax delinquency in 
the year 1930 of 26.3 per cent, in contrast to the 





1® National Tax Conference Report, 1932, p. 332. 
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national median of 10 per cent.'"' The tax collector 
usually holds office by popular election for a 
relatively short time and it is not uncommon to find 
his interest in tax collection temporary and fre- 
quently subordinate to personal political ambitions. 


In the last analysis it isa fact that good collection 
laws intelligently and equitably enforced will relieve 
a community of serious tax delinquency problems. 


Over-Assessment 


A decline in real estate values is not usually uni- 
form among all types of property or among com 
parable parcels in the same class. Over-assessment 
occurs when the assessed value of property is not 
lowered to correspond with decreasing prices. The 
property so affected is forced to bear a dispropor- 
tionate share of the tax burden. A well designed tax 
system should be fair and this fact can only be true 
by frequent reassessment. Tax delinquency is en- 
couraged when the discrepancy of assessed value to 
real value is sufficient to result in the tax levy ap- 
proximating the actual or prospective income from 
the property. 


Deflation in Value 


Frequent reassessment of property will tend to 
prevent inequitable over-assessment during a period 
of declining prices. Continued over-assessment will 
lead to tax delinquency and this would be particu- 
larly true if there were a dull market for the prop- 
erty. Unsuccessful real estate developments and 
land having a speculative value suffer probably to 
the greatest degree from over-assessment due to 
deflation in value. For example, out of sixty-two 
cities surveyed, twenty-one showed that vacant lots 
had the highest average percentage of tax delin- 
quency, in ten of the cities they had the second high- 
est, in ten the third highest, and in no case the lowest 
delinquency for 1932-33.'? 


The income of the average property owner during 
a period of deflation in property value is reduced 
while at the same time expenses of government are 
slightly curtailed if not actually increased by special 
demands made upon local treasuries. Tax payment 
is made with increasing difficulty under such 
conditions. 


Burden of Property Taxation 


Tax strikes have been threatened in many com- 
munities because of the heavy tax burden placed 
upon property. It is not uncommon for the indi- 
vidual home owner to express the belief that prop- 
erty taxes are out of proportion to other types. The 
general property tax in New York state yields about 
80 per cent of the total revenue; in 1932-33, 
$831,200,000 out of a total of $1,087,000,000. Many 


property owners find a definite value attached to their 


real estate for taxation purposes at a time when it is 
difficult to realize a similar value for sale. As tax 
levies increase to absorb more and more of the in- 
come from property, payment becomes increasingly 
difficult. : 


(Continued on Page 372) 





uF, L. Bird, Five Year Trend In Tax Delinquency, Dun & Bradstreet 
Municipal Service Report (Feb., 1935), p. 5. 
2U. S. Bureau of Census, Realty Tax Delinquency, vol. 2. 
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The History of Budget-Making 
in Los Angeles 


By Roy A. Knox * 


N two separate occasions the people of Los 

Angeles have adopted freeholders’ charters, 
both of which were ratified by the state legis- 
lature. In fact but not in law they adopted a third in 
1911. By a series of amendments to the original 
charter they largely reorganized the charter and the 
city government. 

The first charter became effective in 1889, but con- 
tained no provision for municipal 
budget or a budget system. The 
amendments of 1911 provided for a 
legislative budget in a limited way 
but made no adequate provision for 
a Satisfactory budget system. The 
second and present charter came in- 
to being on July 1, 1925. It provided 
for a detailed executive budget and a 
budget system unexcelled by none 
and safeguarded by an independent 
fact-finding municipal department 
protected by civil service law. 

The understanding of the budget 
as a formal document does not nec- 
essarily give one a true idea of the 
importance of the budget system. 
It does not reveal the possibilities 
of the amount of good that can be 
accomplished for the people of a 
democratic government provided 
they take sufficient interest to insist 
upon the operation of a sound budget 
system. In fact, I do not believe it 
an exaggeration to say that the fail- 
ure or success of civilized people to 
gain freedom from economic serfdom is symbolized 
by their failure or success in using the tool of budgetary 
control. 

A municipal budget is a complete plan of the serv- 
ices to be rendered by a city for a definite period of 
time, together with a statement of the expenditures 
to pay for such services and the revenues to meet 
such expenditures. 

A municipal budget system is a plan of adminis- 
tering the affairs of a city which has as its governing 
factor a budget. 

The charter of 1911 required the city to operate 
on a budget basis but made no adequate provision 
for a proper budget system. The budget was formu- 
lated by the Council on a lump sum basis. The fiscal 
year was from July 1 to June 30th. The Auditor 
furnished the Council on or before May Ist an esti- 
mate of receipts for the coming fiscal year and re- 
ceived and transmitted to them the departmental 
estimates for the ensuing year. In actual practice, 
the preparation of the budget was hasty, unscientific, 


* Director, Bureau of Budget and Efficiency, City of Los Angeles. 
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and unfair. The Council referred the matter of sub- 
mitting a proposed budget to one of its committees, 
usually the finance committee. They had no time 
to investigate the merits of the several items re- 
quested by the departments and no staff to make such 
investigation. The committee would call the depart- 
ment heads before them, one at a time, and make 
reductions to a point where the total was the amount 
which they were willing to recom- 
mend to the Council should be 
allowed. When the Council re- 
ceived the recommendation of their 
committee they proceeded to make 
such changes as they desired and to 
adopt it as modified by them. Those 
departments who were in favor with 
the Council were apt to receive bet- 
ter treatment than those which were 
not so fortunate. The Mayor had 
the power to veto any item but the 
Council could overcome his veto by 
a two-thirds vote of its entire mem- 
bership. 

The amendments of 1911 contained 
a unique and valuable provision in 
that they did not authorize borrow- 
ing any money in anticipation of 
taxes but did provide for a reserve 
fund. At the end of the year all 
unexpended balances in the budgetary 
allowances of general revenue funds 
were transferred to the reserve fund. 
This fund was used as a savings 
account to carry the departments 
between tax collection periods as a loan in anticipa- 
tion of revenues and when the taxes were received 
the money was repaid to the reserve fund. 

Past experience and the provisions of the present 
city charter indicate that the board of freeholders 
who promulgated and presented it to the voters came 
to the following conclusions: 





1. The responsibility for the formulation of the 
budget should be with the chief executive officer. 
The responsibility for the adoption of the budget 
should lie with the legislative branch and the duty 
of carrying out the plan should again pass to the 
chief executive without interference. In this manner 
the important right of the people to determine the 
kind of services to be rendered is preserved and the 
advantage of unified control of administration is 
gained. 


2. That in order to visualize clearly all divisions 
of the city according to their relative importance, it 
was necessary to have an independent fact-finding 
and budget staff operating continuously. 





























































































































































































































































































































That provision should be made for 

(a) A logical plan of organization 

(b) A sound accounting system 

(c) A plan for selecting qualified personnel 

(d) Centralized purchasing. 

Shortly after January Ist of each year the mayor 
issues written instructions to the director of the 
budget to submit to him for his revision and approval 
budget forms and instructions to the various depart- 
ments. After these forms and instructions have 
been scrutinized, revised, and approved by the mayor, 
he notifies the budget director and further instructs 
him to distribute such forms and instructions and to 
receive from the departments their budget requests, 
when prepared, for and on behalf of the mayor. Later 
the mayor instructs all department heads, in writing, 
to submit their budget requests to him through the 
budget bureau not later than March 15th. 


The controller is, by charter, given the power to 
formulate the accounting procedure of the city; 
therefore, the departments, in submitting their re- 
quests, always use the classification required by the 
controller. The general classification used in the 
budget and on the controller’s records is as follows: 
Salaries, expense, equipment, land and buildings. 

Requests for salaries or personal services are listed 
by positions, such as: 

12 Topographical draftsmen @ $180 $25,920 
3 Stenographers @ $100 .... 3,600 

The requests for land, buildings, and equipment 
are itemized by units and the estimated cost of each 
shown. 


Requests for expense are listed under reasonably 

segregated units and numbered such as: 
(1) Office supplies 
(2) Telegrams 
(3) Surety bond premiums 

There is a different expense account segregation 
provided for the various departments. This is re- 
quired in order to avoid too rigid control which might 
hamper the operation of the department. 

The requests from the department heads reach the 
bureau on or before March 15th, and are assigned 
both upon the basis of departments and functions to 
the various members of the staff of the budget bureau. 
Every item receives careful consideration. 

By May Ist, the budget bureau has completed its 
investigation and the members of the staff are pre- 
pared to give the mayor such information as he may 
require relative to the merits of the requested items. 

The charter requires the controller to submit to 
the mayor, on or before May Ist, an estimate of all 
revenue from sources other than taxes for the com- 
ing fiscal year. The estimate of revenue from taxes 
is made by the budget director. 

On or before June Ist, the mayor must submit his 
proposed budget in printed form to the council. The 
council has twenty days in which to consider it and 
must hold a public meeting at which any taxpayer 
or citizen may voice criticism of the proposed budget. 
The council may change any item therein, but if it 
does the mayor has five days in which to consider 
such changes. If he vetoes any change made by 
council, he must return the proposed budget to that 
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body which then has three days in which to consider 
his veto and may override the veto of any item by a 
two-thirds vote of the entire council. 

While the charter provides that each department 
may spend only one-twelfth of its annual budget 
each month, yet it is well known that the volume 
of work fluctuates so greatly that another provision 
was made whereby the council may, by granting ex- 
emption from the one-twelfth limitation, prevent the 
departments from being hampered in their work. The 
budget bureau attempts to ascertain the work pro- 
gram of the departments and recommends to the 
council such exemptions as will meet the fluctuating 
needs of the departments. 

The controller sets upon his bogks the various 
items and segregations allowed each department in 
the budget, as the monthly twelfths accrue, but will 
not approve expenditures in excess of the available 
balance of any item. 

On all expenditures for other than salaries, the 
department heads submit a requisition to the pur- 
chasing agent and, before the purchasing agent 
honors it, he submits it to the controller, who will 
not approve it unless the item requested is specific- 
ally authorized under land, buildings, or equipment, 
or properly falls in one of the segregated items of 
expense, and money is available therefor. 

Personal services, or salaries, are doubly safe- 
guarded because in addition to the budget allowance 
the council must authorize, by ordinance or resolu- 
tion, the personnel granted each department. 

The question has been asked, “If a department 
head finds he can dispense with something granted 
in the budget and badly needs something not allowed, 
what is his remedy?” He makes a written request 
to the mayor for a transfer of funds within the 
budget. If the amount involved is-not over $1,000, 
the. mayor’s approval is sufficient. If it is in excess 
of $1,000, the council must concur with the mayor’s 
approval before it is effective. 

To take care of unforeseen needs, there is a substan- 
tial sum provided in the budget under the name oi 
“unappropriated balance.” The council makes ap- 
propriations from this fund to the various depart- 
ments when emergencies justify such appropriations. 
If the mayor does not approve such additional appro- 
priations, they require a two-thirds vote of the entire 
council to pass them. 

At the end of the fiscal year any unexpended bal- 
ances in budget funds are returned to the reserve 
fund, and this fund is a barometer as to whether the 
administration has been economical or extravagant. 

The present charter does not contemplate that its 
officials shall borrow any money in anticipation of 
current revenues. As stated, the departments may 
expend each month one-twelfth of their annual 
budget, and if the income were received accordingly 
this plan would be ideal. However, during July, 
August, September, October, and November, the city 
receives very little of its annual income. At the 
end of November, 42 per cent of the fiscal year has 
elapsed and usually about 19 per cent of the revenue 
has been received. In order to meet its current obli 

(Continued on Page 369) 
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Tax Exemption in New York State 


By LELAND L. ToLMaAN * 


N THE November, 1934 issue of THe Tax MaGa- 

ZINE appears an article entitled “New York’s Ex- 

emption Problem” by John H. Crider. A careful 
analysis of the article suggests that a more accurate 
title might be “Tax Exemption Agitation in West- 
chester County, New York”; for Mr. Crider’s discus- 
sion is chiefly devoted to a restatement of the much 
publicised exemption disquisitions of the Westches- 
ter Chamber of Commerce. True, there is some 
discussion of Mayor LaGuardia’s spectacular attempt 
to arouse popular interest in tax exemptions by 
arbitrarily restoring to the New York City tax rolls 
some 57 million dollars of previously exempt prop- 
erty, a large part of which the Mayor and city offi- 
cials know or should have known was without 
question entitled to exemption under the present 
statute. 


The chief feature of Mr. Crider’s article, however, 
is a series of generalizations drawn from alleged 
Westchester County conditions. These conclusions 
are most emphatic, and represent, I believe, a rather 
casuistical and localized view of a problem that must, 
by its very nature, be examined with the interests 
of the entire citizenry in mind. 


Because the subject is so much agitated, and in- 
volves such complicated ramifications, it seems desir- 
able that some attempt should be made to state 
briefly the position of those who disagree with 
Mr. Crider’s conclusions. 


At the beginning of the article there is quoted 
what purports to be “The text of the New York State 
law governing the type of property exempt from 
taxation”. The citation, which follows, is a part 
of subdivision 6 (formerly subd. 7) of Section 4 of 
the New York Tax Law. The entire Section (4), of 
which the quotation is an excerpt, is devoted to 
“Exemptions from the General Property Tax,” and 
comprehends within its 18 subdivisions a great vol- 
ume of public and private property exempt from taxa- 
tion, but in no way covered by the small part of the 
section Mr. Crider quotes. None of the subdivisions 
exempting public property are referred to by 
Mr. Crider. Therefore, by his own defining limita- 
tions, we may conclude that the generalizations of 
the discussion are to be confined to a limited number 
of private exemptions, and that governmentally 
owned exempt property is not a part of his concept 
of the exemption problem. However, since 1925, 
the volume of governmentally-owned exempt prop- 
erty has increased from $2,915,000,000 assessed valu- 
ation or 62.9 per cent of the exemption aggregate 
to $4,923,874,821, or 76.23 per cent, in 1933. While, 
during the same period the private exemptions, au- 
thorized in part by the quoted paragraphs of sub- 
division 6 of Section 4 of the Tax Law, have 
decreased from 37.1 per cent in 1925 ($1,718,000,000) 
to 23.91 per cent in 1933 ($1,535,000,000). Private 
property, exempt from the General Property Tax, 
now constitutes only 4.68 per cent of all the property 





* Attorney at Law, Albany, New York. 
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($32,796,582,594), taxable ($26,337,519,096) and ex- 
empt ($6,459,063,498) in New York State. In 1925, 
this percentage was 7.12 per cent. Faced with these 
facts it is difficult to see how anyone can characterize 
private exemptions as an increasing menace.’ 

However, because Mr. Crider has himself limited 
the field of the “problem” to the private exemptions, 
I shall present no further discussion of the exemp- 
tion of governmentally owned property, but will 
attempt only to state the views of those who are 
convinced that the present policy in regard to the 
exemption of the property of privately operated 
educational, charitable, religious and other eleemosy- 
nary institutions, covered in the quoted part of sub- 
division 6 of Section 4 of the New York Tax Law, 
is justified and should be maintained. 

Certainly if private exemption were in truth an 
increasing menace, or as the Westchester business 
men so picturesquely describe it, “a monster gnawing 
at the vitals of state government,” any such answer 
would be wholly extraneous and utterly indefensible. 
A detailed study of the entire situation has, how- 
ever, convinced me that such is not the case.* True, 
the local administration of the present law has per- 
mitted certain injustices, and occasionally the Legis- 
lature has enacted specific exemptions that are 
difficult to justify, but, on the whole, and from a 
practical point of view, real estate tax exemptions in 
New York State have been the sources of benefits 
to the communities in which they are located that 
far overbalance the slightly higher local tax rate 
they necessitate. The majority of municipal taxpay- 
ers, I believe, commonly recognize this and are not 
so aroused about the subject as some taxing officials 
would have us believe. 


The truth is that it is not at all likely that even if ail 
the privately owned exempt property were restored to 
the tax rolls, the tax rate would show any material 


reduction. There are many reasons why this must 
be so. The New York State Commission for’ the 


Revision of the Tax Law begins its 1935 report of 
tax exemptions with the following statement: 


It should be clearly understood at the outset that the 
effect of tax exemption is of course never to increase or 
decrease the total tax burden, but merely to shift the in- 
cidence of taxation.* 


Although this statement is sound from the point of 
view of the immediate effect of exemption, yet in 





1 All totals, computations and compilations of assessed and exemption 
valuations given in this article are based upon, or taken from The Annual 
Report of the State Tax Commission, 1933, Leg. Doc. (NY) 1934, No. 11, 
particularly Table 31 at pp. 189-204 and Table 33 at pp. 207-338. 

2 For a more detailed discussion of this question see: Tobin, C. J.; 
Hannan, W. E., and Tolman, L. L.; The Excmption from. Taxation 
of Privately Owned Real Property Used for Religious, Charitable and 
Educational purposes in New York State, Albany, 1934. 

3In this regard, Mark Graves, Chairman of the New York State Tax 
Commission, has made the following interesting suggestion: ‘Instead 
of exemptions being the measurement of a taxation menace, may they 
not be a measurement of social progress? May they not be the measure- 
ment of benefits which society is able to and should afford?” Report of 
the Special Joint Committee on Taxation and Retrenchment ‘Tax Ex- 
emption in the State of New York,” 1927 N. Y. Leg. Doc. 86 at 
page 144. 2 ’ 

4 Tax Excmption, 1935 Legislative Document (N. Y.) 62 at page 35. 
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the long run, it may be somewhat fallacious. For 
example, if all private schools, which now relieve 
government of considerable expense in public edu- 
cation, were taxed, it is probable that many of them 
would eventually be forced to discontinue. This 
would impose a large additional educational burden 
upon the municipalities, thus increasing the cost of 
government and with it, the total tax burden. How- 
ever, for the purposes of this discussion, we may 
agree to and will be limited by the Commission’s 
premise. From this point of view, the total tax bill 


would show no reduction by a curtailment of ex- 
emptions. 


Aside from this, however, the proportion of 
exempt property in the aggregate property valua- 
tions is so small that its restoration to the tax rolls 
would not broaden the tax base sufficiently to reflect 
any really substantial individual tax relief. Further, 
assuming that mathematically, the potential reduc- 
tion in rate is worth considering, it is very doubtful 
whether city officials would pass on to the taxpayers 
the entire reduction. Even when new sources of 
revenue become available, it is notoriously difficult 
to reduce property tax rates. Most municipalities, 
faced as they are with rising costs of government, 
seek the removal of exemptions in the secret knowl- 
edge that if a change will prevent increases in tax 
rates, they will be completely satisfied. 

Then, too, the present assessed valuations of ex- 
empt property are not a very accurate indication 
of the income that might be realized if the proper- 
ties were restored to the tax rolls. It must be re- 
membered that while taxable property owners are 
constantly on the alert to procure the very lowest 
possible valuations in the belief that by so doing they 
will reduce their tax bills, the owners of exempt prop- 
erty have been under no similar compulsion to secure 
reductions. A high valuation can do them no harm. 
On the other hand, it may do the city a great deal 
of good, for, since exempt property is a part of the 
base against which the 10 per cent debt limit law 
is applied, it provides local officials with a source of 
increased valuation; hence increased borrowing 
without corresponding increases in anyone’s taxes. 
If, however, the property were to be taxed, owners 
would immediately obtain reduced valuations, and 
the total potential base would be materially 
decreased. 

These factors—the relative immateriality of the 
privately owned exemption aggregate; the extrane- 
ous political considerations that would prevent any 
large reduction in tax rate; and the valuation de- 
creases that must inevitably result if the exempt 
property should become taxable—all must be exam- 
ined when the merits of tax exemption curtailments 
are studied. 





Aside from these considerations and the direct 
consequences to the local fise, there is a larger aspect 
of the problem—a philosophical and political aspect 

that far outweighs them in importance. Mr. 
Crider suggests that “tax exemptions were originally 
granted by governmental units to organizations 
which perform a function of the government grant- 
ing the exemption.” He concludes that “This same 
system should apply today.” I believe that his state- 
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ment of the original theory is not quite compre- 
hensive enough. Many of the early exemptions were 
granted to institutions that were not, at the time the 
exemption was granted, performing a strictly gov- 
ernmental function. This was particularly true in 
the earlier history of this country when many social 
institutions—such as education—which we now 
recognize as duties of the state, were commonly 


believed to be beyond the pale of government in- 
terference. 


Exemption is unquestionably a quid pro quo. Its 
supporting social policy might be summarized briefly 
as follows: Public undertakings—those that serve 
primarily the collective welfare of the people and are 
carried on without the i be divided 
into two groups: 


1. Those that are undertaken by the government 
and are therefore supported by tax money; 
2. Those that are undertaken privately and are 


maintained by personal, voluntary contribu- 
tions. 





In order to encourage private initiative to provide 
the public services which are so essential that either 
private institutions must carry them or the state will 
be required to do so, and to foster the growth and 
development of what we consider to be the essential 
cultural and civilizing influences of human relation- 
ship, community contributions to these undertakings 
are made by exempting from taxation the property 
used in the non-remunerative achievement of their 
social purposes. 

Charitable, religious and educational enterprises 
are in the nature of public services. Though some 
of their activities can not be classified as strictly 
governmental functions, yet all are conducted solely 
for the general welfare of the state and therefore 
merit general community support. To tax them 
would be to put money in one pocket only to take 
it out of another. Thus, they are exempted from 
taxation. 

“Is this theory justified in fact?” “Do the benefits 
equal the taxpayer’s contribution?” These are the 
really significant questions that. must be answered 
before any conclusions are possible. In the case of 
many institutions an unqualified answer can not be 
made. Others are so interrelated that any exposition 
of methods of valuation would unduly lengthen this 
discussion. Private educational exemptions are, 
however, specifically discussed in Mr. Crider’s arti- 
cle. They are, furthermore, susceptible of perhaps 
the most accurate and unimpeachable benefit valua- 
tions of any of the exemptions. For the school year 
1932-33, the New York State Department of E duca- 
tion estimated that there were 2,495,607 children in 
school in New York State.® Of this number 366,098 
attended private or parochial schools within their 
home districts (the majority of which are tax exempt 
under section 4, subdivision 6 of the New York Tax 
Law). For 1933-34, the per-pupil cost of public edu- 
cation (exclusive of capital costs and debt service 





5 All statistics regarding school attendance and costs of education 
were obtained from the New York State Department of Education, 
particularly from Mr. Charles L. Mosher, director of the Division of 
Attendance and Child Accounting, and from Miss Alice M. McCormack, 
Chief of the Statistics Bureau of the Division of Finance. 
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charges) was $131.48. If there were no private or 
parochial schools in New York State, it would mean 
that 368 thousand children would have to be educated 
at public expense. At the current costs of education 
for maintenance alone, this would necessitate an an- 
nual governmental expenditure of an additional 
$48,134,505. Under the present New York State sys- 
tem of state aid about two-thirds of the cost of edu- 
cation, or at least a minimum tax of 5 mills on a 
dollar of assessed valuation must be obtained in the 
local units of government, largely from the general 
property tax. Ata5 mill tax it would require prop- 
erty assessed at $9,626,913,000 to yield the $48,134,565 
additional annual cost. If we assume that only two- 
thirds of the potential cost must be raised by general 
property taxes, we find that the municipalities 
directly benefit to the extent of some $32,000,000. 


So much for the gross community gain from the 
tax exemption contribution to private and parochial 
schools. On the other side, we find that the 1933 
assessors’ valuation of tax exempt property owned 
by schools other than public, was $121,808,864. This 
seems to fall about 9% billion dollars short of being 
enough to raise the 48 ‘million dollars at a 5 mill tax. 
Indeed, the entire volume of tax exempt property 
of all classes, both public and private, was only a 
little over 6 billion dollars, 31% billion less than 
enough to raise the 48 million at the minimum annual 
educational appropriation rate. Likewise, if all of 
the private and parochial school property in the state 
were to be taxed at the present average tax rate 
throughout the State (.03 per dollar of assessed 

valuation), it would yield only $3,654,266. This is 
more than $28,000,000 less mw the $32,000,000 now 
saved for real property owners by private and 
parochial educational enterprise. 


In the light of this comparison of cost and benefit, 
it would seem, as Miss Beulah Bailey, Tax Research 
Assistant of the New York State Tax Commission, 
has pointed out: “That the benefits derived from 
private education alone would more than offset our 
total exemptions (public and private).”* Similar 
calculations, too lengthy to set forth in detail in this 
discussion regarding other classes of privately owned 
exempt property, have convinced many disinterested 
tax experts that private tax exemption is not at pres- 
ent violating the theory of local benefits upon which 
it is predicated. 


In view of the fact that Mr. Crider’s article is 
largely devoted to a discussion of what he describes 


® Section 491-b of the New York State Education Law, providing the 
maton of distribution of state aid for schools, reads in part as follows: 


“The amount apportioned to each city or district under this section 
shall not be greater than the amount of the excess of the total expendi- 
tures for school purposes in such city or district above the aggregate of 
the amount which would result from a tax of five mills on each dollar 
of actual valuation of the taxable property in such city or district and 
ne public moneys apportioned to such city or district as provided by 
Aw. 

The 1932 report of New York State Commission for the Revision of 
the Tax Laws (1932, N. Y. Leg. Doc. 77, Memorandum No. ey at 
age 61), contains the following summary of the effects of this provision : 


“In the first place each district is compelled to take its choice 
between levying five or more mills and receiving its full quota of state- 
equalization aid or levying less and eventually foregoing all equalization 
aid, save the minimum of $425 per teacher which is awarded without 
reference to the five mill provision limitation. * * * On the other 
hand there is no amount of aid that a district can not absorb under 
the five mill provision if more than five mills are levied for a sufficient 
time.” 


* Beulah Bailey: ‘‘Exemptions from Real Property Taxes,” an address 
before the National Municipal League, June 10, 1934, 
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as the menace of tax exemption on communities near 
large cities, “where thousands of acres were being 
taken from the tax rolls every few years by city 
charitable organizations which sought retreats in the 
suburbs,” and because he cites as the outstanding 
example of this process, the condition in Westches- 
ter County, New York, it may be well to devote a 
portion of my discussion to this particular county. 

Westchester County is largely composed, as Mr. 
Crider says, of New York City suburbs. Its cost of 
local government, in every field of service and con- 
trol, are the highest in the State. Its situation, due 
to the number of New York City charitable organi- 
zations located there, is unique among the counties 
of the State. Some 20 years ago State Senator 
George A. Slater started an agitation against tax 
exemptions in Westchester County. Since that time 
the local Chamber of Commerce and taxpayers’ asso- 
ciations have been constantly on the alert to keep 
the spark alive. In 1922, the Chamber published the 
Doctor’s thesis of Mr. Philip Adler. This valuable 
historical study was intended, us its original title 
indicates, to be a discussion of the “Origin of Exemp- 
tion from ‘Taxation of Charitable Institutions.” 
However, in the Chamber of Commerce edition, it 
was rechristened “Tax Exemptions on Real Estate, 
an Increasing Menace.” Under this guise, it has 
been circulated and publicised as a conclusive scien- 
tific reason for revising the present charitable, reli- 
gious and educational exemption legislation.*® 

Other treatises, less scientifically prepared, have 
been published since that time in the same manner 
and for the same purpose until at present Westches- 
ter County is commonly known as New York’s 
center of revolt against charitable exemptions. 


Such agitation has, of course, created a somewhat 
distorted popular idea of W estchester County con- 
ditions, hence of general conditions throughout New 
York State. A review of the 1933 exemption statis- 
tics, taken from the last report of the State Tax 
Commission, will indicate that the situation is not 
so black, even there, as it has been pictured. 

The following comparisons of Westchester County 
with the State at large, may serve to give some indi- 
cation of the actual relationships: 


Assessed value taxable real property in State $26,337,519,096 
Assessed value, exempt real property (pub- 


lic and private) in State .. .. 6,459,063,498 
Total value of assessed and exempt real 
BUREN ONE ict ire Chon ta eee = $32,796,582,594 


Total exempt property in private ownership 
Wa Pyke vee wate oo ee opi sles $ 1,535,188,677 
Exempt property in private ownership in the State, 
therefore appears to constitute but 4.68 per cent of 
the total assessed real property value of the State. 


Assessed value taxable real property in 
Westchester County 

Assessed value exempt real property (public 
and private) in Westchester County 327,831.230 


$ 1,756,111,087 





8 Hon. John Godfrey Saxe, in the introduction to his monograph, 
Charitable Exemption from Taxation in New York State on Real and 
Personal Property—New York, 1933—discusses Mr. Adler’s thesis at 
considerable length. On page 5, he says: ‘“‘As to the religious exemp- 
tions Mr. Adler authorizes me to say that his treatment of the religious 
exemption was essentially historical, and that he cordially agrees with 
me in my conclusion that the religious exemption should be upheld and 
maintained.” Mr. Saxe’s brief contains a very complete statement of 
the reasons supporting private exemption. 
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Total value. assessed and exempt real prop- 
erty in Westchester County 

Total exempt property in private ownership 
in Westchester County Se eee 


$ 2,083,942,317 


114,335,478 
Exempt property in private ownershij: in West- 

chester County, therefore, appears to constitute 5.48 

per cent of the total real property vale in the 

County. The percentage is but 8 per cen. greater 

than for the State as a whole. 

Total assessed (taxable and exempt) value 
all real property in the State 

Total assessed value all real property in 
Westchester County (taxable and exempt) 


$32,79 1,582,594 


$ 2,08. 942,317 


Westchester County thus appears to have 6.3 per 
cent of the total value of real property in the State. 
Value of exempt real property, public and 

private, in the State 
Value of exempt real property, public and 

private, in Westchester County 


$ 6,459,063,498 


$ 327,831,230 


Westchester County, according to the above table, 
appears to have 5.0 per cent of the total value of ex- 
empt property publicly and privately owned, in the 
State. 

Assessed value of taxable real property in 

State ba 
Assessed value taxable real 

Westchester County 


$26,337,519,096 


$ 1,756,111,087 

Thus, Westchester County contains 6.6 per cent of 
the taxable property in the State. 

When we consider the actual taxpayers’ benefits 
from private exemptions in Westchester County, we 
find that the condition is even more striking. 

The average per capita maintenance cost of edu- 
cation in the school districts of Westchester County 
for the school year ending in 1933, was approxi- 
mately $194.50. There were in Westchester County, 
in 1933, about 22,966 children of school age attend- 
ing private and parochial schools in their home dis- 
tricts. It would have cost $4,465,720 annually for 
maintenance alone to educate these children at pub- 
lic expense. Since about two-thirds of this amount 
would have to be raised by local real property taxes, 
we may assume that private and parochial schools 
have saved Westchester real property owners annu- 
ally about $2,977,147. Yet, if all the tax exempt 
property in the county owned by schools other than 
public schools (totalling $10,742,598 in assessed 
valuation) were restored to the tax rolls and taxed 
at the highest tax rate in the county (Mt. Pleasant 
town .0511 per dollar of assessed valuation), it would 
yield only $548,947. Indeed, it would have required 
an assessed valuation of $890,382,500 to yield the 
potential 4% million dollar taxpayers gain from pri- 

vate education at a 5 mill tax. Yet, all exempt 
property (public and private) in Westchester Coun- 
ty was valued at only 328 million dollars. Therefore, 
it appears that the benefits from private and pa- 
rochial school education more than balance the burden 
of the entire category of exemptions, public and pri- 
vate, even in Westchester County. 

These computations and a comparison of the per- 
centages previously presented, justify the conclusion 
that although Westchester County has a slightly 
larger percentage of real property privately owned 
and exempt from general property taxes than has 
the state as a whole, and although there may be a 
few outstanding specific cases of abuse of the exemp- 


property in 
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tion theory in regard to institutions that are of little 
or no local benefit (being merely branches of New 
York City institutions, housing employees on the 
exempt property, buying supplies outside the local- 
ity, performing their services solely for wealthy 
paying inmates residing outside the tax district), yet 
on the whole, the county taxpayers receive far more 
benefit from the gross exemptions and from the pri- 
vate institutions alone than they contribute by tax 
exemption. It also appears that the relationship be- 
tween the amount of exempt property in the county, 
and the total wealth of the community is not out of 
proportion, and that Westchester County carries 
proportionately less of the exemption burden, both 
public and private, than does the rest of the state if 
relative wealth in terms of assessed valuation is used 
to measure the ideal relationship. 


Finally, I should like to give some consideration to 
certain specific statements in Mr. Crider’s article. 
In the opening paragraph appears the following sen- 
tence: “Not only taxpayers but municipalities are 
raising a loud cry for reform.” 


As I have previously indicated, there can be no 
doubt about the position of the municipal officials 
in such matters. Any proposal that is likely to help 
them reduce or maintain at present levels the tax 
bills of commercial properties receives their warmest 
support. At the present (1935) session of the New 
York Legislature, the New York State Conference 
of Mayors has simultaneously supported two contra- 
dictory exemption proposals that clearly exemplify 
this attitude. One would exempt from local taxes 
all real property owned by municipalities and used 
for aqueduct purposes, wherever located, whether 
within or without the city limits. If enacted into 
law, this would place a part of the cost of a profit- 
able municipally-operated public utility upon the 
rural taxpayer who receives absolutely no benefit 
from the service. 

On the other hand, the Mayors’ Conference pro- 
poses to remove from the local exempt list all state 
owned land valves (exclusive of improvements) and 
in the city of Albany all state owned property in- 
cluding the State Capitol, Office Buildings, etc. This 
they propose on the theory that the city should not 
bear the cost of benefits that are state-wide in scope. 
Regardless of the merits of either proposal, it seems 
clear that they rest upon completely incompatible 
premises. Both would somewhat shift the present 
incidence of-the municipal tax on real estate from 
the city taxpayer, but if “reform” is to be judged 
solely by this standard, we must eliminate any larger 
social or ethical considerations from our theory of 
exemptions. 

Mr. Crider assumes that even before the city off- 
cials demanded “reform,” the taxpayers were mili- 
tantly objecting to exemption. Only by an actual 
census could the accuracy of this statement be deter- 
mined. At present, my own reaction would be an 
absolute denial. 

Mr. Crider reiterates Senator Slater’s proposal that 
the power to define exempt property be removed 
from the State and delegated to the counties. To 
my mind this is exactly the wrong way to solve the 

(Continued on Page 371) 
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Report on Refunds and Credits of Internal Revenue 


Taxes for 1933 


URSUANT to Section 710 of the Revenue Act 
of 1928, Robert L. Doughton, chairman of the 
Joint Committee on Internal Revenue Taxation, 
has submitted to the House of Representatives a 
report by the committee covering refunds and credits 
of internal revenue taxes for the calendar year 1933. 


In a letter of transmittal to Mr. Doughton, the 
report is summarized by L. H. Parker, chief of staff 
of the Joint Committee on Internal Revenue Taxa- 
tion, as follows: 


1. The total overassessments, including interest, in ex- 
cess of the $75,000 limit, for the calendar year 1933 amount 
to $24,176,972.38. This is considerably less than such over- 
assessments, including interest, for the calendar year 1932, 
which amounted to $35,233,733.64. 


2. Taken as a whole, the final determinations of the 
Commissioner in these cases have been carefully and ac- 
curately made, and are not open to serious criticism. In 
disposing of a few of the old cases which have been pend- 
ing for years, differences of opinion have inevitably arisen, 
but the Department has cooperated in every way by making 
a review of all the issues raised. 


Part I of this report contains a list of the names 
of all persons to whom refunds or credits have been 
made and shows the amounts paid or credited to 
each. 


While it is not required by law, the committee 
deemed it advisable also to submit to the Congress 
Part II and Part III of the staff report. These parts 
cover an analysis and general survey of overassess- 
ments. It is stated that the committee does not 
specifically approve or disapprove of Part II and Part 
III of the report. The Treasury Department pre- 
pared an analysis of the overassessments reported 
to the joint committee and this is included as a 
supplement to Part IT. 


Following is the text of the foreword to the report 
which outlines the principal features of the report: 


Refunds and credits of internal revenue taxes in excess 
of $75,000 have been reported to the Joint Committee on 
Internal Revenue Taxation by the Commissioner since 
February 28, 1927, with the exception of the period from 
April 25, to May 29, 1928. These reports were first required 
under the First Deficiency Act, 1927. (H.R. 16462, Feb. 28, 
1927, ch. 226, 44 Stat. 1254.) This act contained the follow- 
ing provision: 


Refunding taxes illegally collected: For refunding taxes illegally col- 
lected under the provisions of sections 3220 and 3689, Revised Statutes, 
as amended by the Revenue Acts of 1918, 1921, 1924, and 1926, includ- 
ing the payment of claims for the fiscal year 1928 and prior years, 
$175,000,000, to remain available until June 30, 1928: Provided, That 
no part of this appropriation shall be available for paying any claims 
allowed in excess Hf $75,000 until after the expiration of sixty days from 
the date upon which a report giving the name of the person to whom 
the refund is to be made, the amount of the refund, and a summary of 
the facts and the decision of the Commissioner of Internal Revenue is 
submitted to the Joint Committee on Internal Revenue Taxation. 


No reports were required in the First Deficiency Act, 
1928 (Dec. 22, 1927, ch. 5, 45 Stat. 30), or in the Treasury 
Appropriation Act of March 5, 1928 (ch. 126, 45 Stat. 162). 
But the Revenue Act of 1928, in section 710, specifically 
required the Commissioner to make such reports to the 
joint committee. Section 710 of the Revenue Act of 1928 
reads as follows: 


Sec. 710. Refunds and credits to be referred to joint committee: No 
refund or credit of any income, war-profits, estate, or gift tax, in 
excess of $75,000, shall be made after the enactment of this act, until 
after the expiration of thirty days from the date upon which a report 
giving the name of the person to whom the leas or credit is to be 
made, the amount of such refund or credit, and a summary of the facts 
and the decision of the Commissioner of Internal Revenue is submitted 
to the Joint Committee on Internal Revenue Taxation. A report to 
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Congress shall be made annually by such committee of such refunds and 
credits, including the names of all persons and corporations, to whom 
amounts are credited or payments are made, together with the amounts 


credited or paid to each. 

As the Revenue Act of 1928 was not enacted until May 
29, 1928, and as the appropriation under the First Deficiency 
Act, 1927, became exhausted on April 25, 1928, the Com- 
missioner did not report to the joint committee any credits 
or refunds made during the period April 25, to May 29, 1928. 
The first report submitted to Congress (H. Doc. 43, 71st 
Cong., lst sess.) under the Revenue Act of 1928 covered 
the 7-month period from May 29 to December 31, 1928. 
However, there was included in this report an analysis of 
the refunds made during the 14-month period February 28, 
1927, to April 24, 1928, and reported to the committee pur- 
suant to the First Deficiency Act, 1927. The second report 
on refunds and credits was made by the joint committee 
to Congress on June 20, 1930. This report (H. Doc. 478, 
71st Cong., 2d sess.) covered all refunds and credits in 
excess of $75,000 reported to the joint committee by the 
Commissioner during the calendar year 1929. The third 
report on refunds and credits was made on January 12, 
1932. This report (H. Doc. 223, 72d Cong., Ist sess.) 
embraced all refunds and credits in excess of $75,000 re- 
ported to the joint committee by the Commissioner during 
the calendar year 1930. The fourth report on refunds and 
credits was made on January 30, 1933 (H. Doc. 535, 72d 
Cong., 2d sess.), and covered all refunds and credits in 
excess of $75,000 reported to the joint committee by the 
Commissioner during the calendar year 1931. The fifth 
report on refunds and credits was made on March 9, 1934 
(H. Doc. 279, 73d Cong., 2d sess.), and included all refunds 
and credits in excess of $75,000 reported to the joint com- 
mittee by the Commissioner during the calendar year 1932. 
The report now submitted constitutes the sixth report and 
embraces the refunds and credits in excess of $75,000 re- 
ported by the Commissioner to the committee during the 
calendar year 1933. 


There has been no change in the policy of the committee 
as to its functions with respect to its examination of 
refunds and credits since the publication of the first report. 
In the first report the intent of Congress in requiring such 
examination was analyzed as follows: 

First. It appeared to be the purpose that the joint com- 
mittee should inform the Congress not only as to the 
amounts of the refunds and credits over $75,000, but also 
as to the principal causes of such repayments. 

Second. It appeared to be the purpose that the joint 
committee and its staff should study these cases in order 
to inform themselves as to the practical operation and 
effect of our internal-revenue system of taxation. 

Third. It appeared to be the purpose that the joint 
committee, or its authorized agents, should call to the 
attention of the Treasury Department any final tax deter- 
minations resulting in refunds or credits which might seem 
erroneous, or doubtful, or worthy of further investigation 
and review. 

The above-named purposes have been carefully kept in 
mind during the entire period during which refunds and 
credits have been submitted to the committee. It has been 
recognized, however, that the committee has no actual 
power of approval or disapproval of these refund cases, 
and that the duty of the committee in this respect has been 
fulfilled when comments or criticisms have been submitted 
to the Treasury for consideration. 


Summary 

This report is divided into three parts: 

Part I consists of a list of refunds and credits in excess 
of $75,000 allowed in the calendar year 1933, which list 
is required to be reported to the Congress under section 710 
of the Revenue Act of 1928. 

Part II contains an analysis of overassessments. This 
analysis shows the total amounts of the overassessments 
and the principal causes for their allowance. There is also 
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contained in part II a brief résumé of each case, alpha- 
betically arranged. An analysis of these overassessments 
has also been prepared by the Treasury Department and 
is included as a supplement to part II. 

Part III consists of a general survey of the overassess- 
ment situation. 


The most important facts and conclusions presented in 
the report are summarized as follows: 


1. The total overassessments, including interest, allowed 
during the calendar year 1933 in cases involving refunds 
and credits over $75,000 amounted to $24,176,972.38. This 
total comprises not only refunds and credits but also the 
abatements included with these adjustments. The rate of 
overassessment was, therefore, $2,014,748 per month. From 
February 1927 to December 1932, the average monthly rate 
of overassessment with interest was $6,830,722. The rate 
in 1933, therefore, represents a decrease of 70 per cent 
over the average rate for the preceding 5 years and 9 
months. While the decline in tax adjustments is significant 
as to the allowances made, it is not truly indicative of the 
decrease in Treasury outgo due to the inclusion of abate- 
ments. 


2. A more conservative picture of the situation in 1933 
may be shown by comparing the monthly rates at which 
credits and refunds have been made in that year with pre- 
vious years. Credits and refunds directly affect the revenue 
whereas abatements represent merely the elimination of an 
incorrect charge on the books of the Government. For 
the period from February 1927 to December 1928 the aver- 
age monthly rate at which taxes were refunded and cred- 
ited, not including interest, amounted to $6,945,717. For 
the calendar years 1929, 1930, 1931, and 1932, the average 
monthly rate was $4,514,387; $4,571,011; $2,144,652, and 
$1,909,431, respectively. For the calendar year 1933, this 
rate was $1,334,307. Thus the rate for the calendar year 
1929 decreased 35 per cent over the preceding period while 
the rate for 1930 increased about 1 per cent over that 
for 1929. The monthly rate for 1931 was 53 per cent less 
than for 1930 and the monthly rate for 1932 was 11 per cent 
less than for 1931. The monthly rate for 1933 shows a 
further decrease of 30 per cent in comparison with the 
1932 refundment rate. It is believed the decline in refunds 
and credits will continue for the next few years. However, 
the era of high tax rates now being entered into will no 
doubt ultimately contribute to increase the refunds and 
back tax collections in the future. 


3. Cash refunds allowed in excess of $75,000 amounted 
to only $5,452,616 in 1933, in comparison with cash refunds 
of $12,157,574 in 1932. This shows a decrease of about 
56 per cent. 

4. The principal causes of the overassessments reported 
to the committee during 1933 are as follows: 


Per cent 
Affiliation sbi ao 26% 18.5 
Estate tax en ‘ 14.5 
Depreciation ; Sr : 12.9 
Order of Board of Tax Appeals.. : = 10.7 
Reallocation of income ; ; 7.2 
Amortization anaes eARee Me ktet — 4.3 


From the above table, it is apparent that the chief cause 
of the overassessments reported for the period covered by 
this report is due to the application of the consolidated- 
returns provision. Many difficult questions have arisen in 
respect to the application of this provision, especially under 
the Revenue Acts of 1918 and 1921. The 1924 act was 
changed so as to remove some of the difficulties and changes 
in the Revenue Act of 1928 improved the situation to a 
still greater extent. Attention is drawn to the fact that 
the Revenue Act of 1934 abolishes the consolidated return 
except as to railroads. 

The second principal cause of the overassessments may 
be ascribed to adjustments in estate taxes. The principal 
cause of the 1930 and 1931 overassessments, as well as a 
major contributing cause since 1927, was due to this classi- 
fication. A considerable portion of refunds under this 
section is due to the increase in credit for inheritance 
taxes paid to the States, to the revaluation of real or per- 
sonal property, and to additional administrative expenses 
not shown on the original return. 

The third major contributing cause of this year’s over- 
assessments is attributable to allowances of additional de- 
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ductions for depreciation. The Treasury Department 
promulgated during 1934 additional regulations which are 
expected to result in more uniform treatment of deprecia- 
tion cases. It is hoped that these regulations will prevent 
excessive allowances in the future. 

The next cause of the 1933 overassessments, shown above, 
pertains to overassessments of-taxes made pursuant to the 
final order of the United States Board of Tax Appeals. 
These cases are of diversified character and are usually 
settled by stipulation between the taxpayer and the Bureau. 

5. Of the overassessments reported for the calendar year 
1933, $6,499,580, or approximately 51 per cent, represents 
the refundment of taxes for the excess-profits tax years 
1917 to 1921, inclusive. The interest on these overassess- 
ments totals $3,914,750. The overassessments attributable 
to the excess-profits tax years reported during 1932 totaled 
$14,438,590 and comprised 54 per cent of the allowances 
for that year. It may thus be seen that although these 
cases are still representative of over one-half of the allow- 
ances made, they are steadily declining. The extent to 
which they are being settled is shown by the following 
comparative table: 


Ratio of overassesSments for the excess-profits tax years to total 
overassessments 


Per cent 

14-month period: Feb. 28, 1927, to Apr. 24, 1928 airs wrata 88 
7-month period: May 29 to Dec. 31, 1928.............. ; 77 
12-month period: 

ee, ee I I SS gk te alan eracgne 71 

is, UI I ig I oe ceo areca wheres er se Saran eee Se 59 

i, ee Ae ls I 6 so hoes soreh ek a RRR EGS a5 

jan. 1 to Dee. 31, 1992...... a Aedes dao ae elas 54 

is A I I od os ieee one he eerse OSee ey 51 


6. In the majority of cases, the refunds and credits re- 
ported by the Commissioner have not been open to serious 
criticism. Differences of opinion have, however, arisen in 
the closing of some of these claims. 


During the calendar year 1933, 54 cases were reported to 
the committee. Serious differences of opinion arose be- 
tween the Treasury and the staff of the committee in 10 
cases. In regard to the 10 seemingly doubtful cases, after 
special investigation the following classification can be 
made: 


Six cases were eventually allowed by the Bureau after 
further investigation and review. 
Three cases still appeared doubtful either as to the law 


or the facts and are being withheld pending further investi- 
gation. 


One case was changed to conform to the views of the 
joint committee and its staff, resulting in a net saving to the 


Government of $61,120.66. 


Tax Problems Increase Burdens of 
Controllers, Says Research Report 


USINESS problems incidental to taxes and the 
_) registration of securities have increased the im- 
portance of the position of controller in many cor- 
porations, by making his office the central point for 
coordinating new administrative problems, accord- 
ing to a report just published by the Metropolitan 
Life Insurance Company, which discusses in some 
detail the “Functions of the Controller.” 
Requirements affecting the issue and sale of securi- 
ties, according to the report, add to the duties and 
responsibilities of the controller and his department. 
“The Registration Statement, which a corporation 
must file with the Securities Exchange Commission 
preliminary to the sale of securities, must be signed,” 
the report says, “by the controller (or principal ac- 
counting officer) in addition to other principal officers 
and directors. It is stated that the signature of the 
controller will usually be the first affixed and will 
largely be relied upon by the subsequent signatories 
as evidence of the correctness of the voluminous data 
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required in most cases. With reference to tax prob- 
lems of the controller, the report, in part, says: 
Much time and close application on the part of the con- 
troller is required to keep up to date on and to digest new 
tax legislation alone, to say nothing of the large number of 


additional reports that must be filed periodically as the 
result of such legislation. 


The recent ruling of the U. S. Internal Revenue Depart- 
ment, known as T. D. 4422, which may change previously 
accepted practices with respect to the computation of de- 
preciation for tax purposes, together with its retroactive 
provisions, is an illustration of the new burdens added to 
the controller’s department. 


The net effect of these new problems has been to add 
measurably to the stature of the controller in the business 
organization of today. 


The report, prepared with the cooperation of the 
Controllers Institute of America, Inc., gives a full 
description of the work of a controller, and shows in 
detail how the scope of his activities has been en- 
larged by changing business conditions. Closing 
with “A Standard Definition of the Controller’s Posi- 
tion,” the report leads up to this by discussing the 
general subject under the four main subheads: Gen- 
eral Functions of the Controller; Specific Functions 
of the Controller—a Composite Summary ; Organi- 
zation of the Controller’s Office; Controller’s Posi- 
tion in Various Organizations. 


Within these subdivisions is included a discussion 
of such details as “Relation to Stockholders”; 
“Functions of Coordination”; “General Accounting 
Activities”: “Financial Reports and Statements”; 
“Auditing”; “Budget Activities”; “Inventories” 
“Office Management”; and “Taxes.” 


Any one desiring a copy of the report can get it 
by writing to the Metropolitan Life Insurance Com- 
pany, 1 Madison Avenue, New York. 


New Provisions of Canada’s Income 
Tax Law 

N ARTICL E entitled “Canada’s Income ‘Tax 

Law,” by Harry J. Rudick of New York, in the 
Nov ember, 1934 issue of THE Tax Macazine (p. 588) 
comprehensively describes the income tax provisions 
then in effect. Subsequently a number of important 
changes in Canada’s income tax have been made. 
A succinct explanation thereof by Commercial At- 
taché H. M. Bankhead, Ottawa, Canada, appearing 
in the last number (L. N. 35) of Fore ign Legislative 
News, issued by the Bureau of Foreign and Domestic 


Commerce, U. S. Department of Commerce, is re- 
produced below. 


The budget speech delivered to Parliament on March 22, 
1935, made a number of modifications in the Dominion 
Income tax which are to be provisionally “effective on 
March 23, 1935. In order to provide additional revenue, 
it is proposed’ to levy a surtax on investment income. 
By investment income is meant interest, dividends, royal- 
ties, and like returns. This tax will not apply to wages 
and salaries up to $14,000. All income in excess of $14,000, 
for the purposes of this surtax, is to be regarded as invest- 
ment income. Income up to $5,000 will not be subject to 
surtax, even though all such income be investment income. 


1 Editor’s Note.—Although the changes are described as proposals, 
budget recommendations are equivalent to law in Canada. In this 
instance, the changes are effective for the taxable year 1934, returns 
for which were due on or before April 30, 1935, notwithstanding official 
ratification of the budget by Parliament had not been made prior to 
that date. Parliament convened on May 20, and will as a matter of 
form approve the Budget. 
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The rates of surtax which are to apply to investment 
income range from 2 per cent on such income between 
$5,000 and $10,000, to 10 per cent on all income in excess 
of $200,000. 

The existing tax on gold premiums terminates on May 
31, 1935, and to compensate for its elimination the deple- 
tion allowance extended to mining corporations has been 
reduced from 50 per cent to 33% per cent, and that of 
individual shareholders from 50 per cent to 20 per cent. 
Other changes include an increase in the corporation in- 
come tax rate from 12% per cent, to 134%4 per cent and more 
drastic provisions with regard to consolidated income re- 
turns designed to severely restrict this privilege; and when 
consolidation returns are allowed, the rate of tax is to be 
15 per cent instead of the present 13% per cent. Asa 
means of discouraging transfers within families to avoid 
income tax liability, a new gift tax is proposed. Gifts 
inter vivos, unless the income from such gift continues to 
be taxed against the donor, are to be taxed rates ranging 
from 2 per cent on gifts up to $25,000 to 10 per cent on 
those exceeding $1,000,000. This tax is not to be applied 
to gifts totaling $1, 000 or less in any one year. A tax 
of 5 per cent is to be imposed at the source on all royalties 
payable by Canadian debtors in respect of books, music, 
and articles in magazines to nonresidents of Canada. The 
12% per cent deduction will continue to apply to other 
royalties. Amounts charged by any company or organiza- 
tion outside of Canada to Canadian companies in respect 
of management fees, service, use of patents, processes or 
formule used in Canada, shall not be allowed as a deduc- 
tion if the non-resident controls the Canadian company 
through the holding of shares, by affiliation with other 
companies, by agreement, or in any other manner. 


Corrections 


In the article entitled “Surtaxes on ‘Personal Holding 
Companies’ and ‘Corporations Improperly Accumulating 
Surplus,’” by John J. Lang, in the May issue of THE Tax 
MAGAZINE, the formula for determining “adjusted net in- 
come” and the basis of the surtax on personal holding 
companies under Section 351 of the Revenue Act of 1934 
is correctly outlined in a table designated as “Exhibit A” 
(p. 276). However, in “Exhibit ag (p. 278), designed to 
show the substantial difference in the tax liability of a 
holding company under Section 351 and that of a corpo- 
ration subject to the “surtax on corporations improperly 
accumulating surplus” under Section 102, an error occurred 
in computation of “undistributed adjusted net income” on 
which the surtax rates are based. 

In the example used, the personal holding company has 
an “adjusted net income” of $505,800, as determined in 
“Exhibit B” (p. 277). For purposes of “Exhibit C,” the 
following further assumptions are made: (a) dividends 
received from other personal holding companies amounted 
to $75,000; (b) debt retirement during the year was 
$200,000; (c) no dividends were paid during the year. Ac- 
cordingly, the net amount subject to tax (“undistributed 
adjusted net income”) should be $219,640 instead of $144,640 
as shown, an erroneous deduction of $75,000 (dividends 
assumed to have been received from other holding com- 
panies) having been made. The tax liability of the personal 
holding company, therefore, should be $77,856 instead of 
$47,856. But, nevertheless, as pointed out in the text of 
the article, there is a strikingly large tax advantage in 
favor of the personal holding company as taxed under 
Section 351 over that of a corporation subject to the surtax 
imposed by Section 102. 





In the article on “The British Income Tax,” by H. Arnold 
Strangman, which appeared in the May issue of Tur Tax 
MAGAZINE, a table (p. 304) shows comparisons between the 
British and United States income tax provisions. In this 
tabulation the British dependent allowance, in terms of 
United States dollars, should be $125 instead of $250. In 
the same tabulation “income tax paid by an employer on 
salary of employee” is stated as not being additional in- 
come under the United States income tax laws. While 
not expressly taxable in the statute or the regulations, it 
has been judicially held (Old Colony Trust Co., Executors, 
z’. Commissioner, 279 U. S. 716) that income taxes so prepaid 
are taxable income to the recipient of the compensation. 
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Aliens Proposed 


and that it interferes 
in this country, 


THE 


New Method of Taxing Non-Resident 


INDING that the present method of taxing non- 1. 
resident alien individuals and _ non-resident 


foreign corporations under the Federal income 
tax laws is productive of comparatively little income 
extensively with foreign trade 
the Committee on Taxation of the 
Association of New York has submitted 
an interesting report to the Board of Directors, 
which, in addition to pointing out undesirable effects 
of the operation of the taxes as now imposed, rec- 
ommends a new method of taxation. 


TAX MAGAZINE 


The proposed plan of taxing alien non-residents 
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and non-resident foreign corporations involves six 
salient features, as follows 


Confinement of statutory 
types of income such as are commonly recognized 
as income in foreign countries—interest (subject to 
certain exemptions now recognized in the law), divi- 
dends, rents, royalties, and other fixed or determin- 
able annual or periodic income. 

2. Elimination of tax upon the profit, if any, from 
sales of securities, transactions on the commodity 
exchanges, and sales of goods in this country. 

3. Treatment of dividends as taxable income for 


taxable income to 


normal tax, and witholding of tax at the source. 
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Alabama 
Arizona 
Arkansas .. 
California 
Colorado 


Connecticut 
Delaware 2 
Florida 
Georgia 
Idaho 
Illinois 
Indiana 
Iowa 
Kansas 
Kentucky 


Louisiana 
Maine 
Maryland 
Massachusetts 
Michigan 
Minnesota 
Mississippi 
Missouri 
Montana 
Nebraska 


Nevada 

New Hampshire 
New Jersey 
New Mexico 
New York ? 













































































































































































TAXATION OF INTEREST ON OBLIGATIONS ISSUED BY STATES AND POLITICAL SUBDIVISIONS 
THEREOF UNDER THE VARIOUS STATE LAWS LEVYING TAXES MEASURED BY 


INCOME, AS OF APRIL 1, 1935 


(Chart prepared by J. Wilner Sundelson, consulting economist, New York City, and Florence A. de Haas, member of New York Bar.) 
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North Carolina 
North Dakota 
Ohio . 
Oklahoma 
Oregon 
Pennsylvania 
Rhode Island 
South Carolina 
South Dakota 
Tennessee © 


Texas .. 
Utah 

Vermont 
Virginia 
Washington 

West Virginia’ 
Wisconsin 
Wyoming 








































































































porate income. 



































* District of Columbia, which has no income tax, 

‘For the purpose of this table all taxes which do in fact make the 
corporation pay in proportion to its income are included as taxes on cor- 
The distinction between the excise taxes which are 
imposed as corporate franchise taxes, although measured in J 
whole by corporate income and a direct income tax, far from being a 
point of theoretical usage, is vital to a consideration of Federal exemp- 
tions since a state may measure a franchise tax by any equitable uniform 
scale but may not levy a direct tax on income from a Federal obligation. 

2 Additional personal income tax for New Castle County 
exemptions as State personal income tax. 
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Interest on State tions of Political Interest on State tions of Political 
Obligations of the Subdivisions of the Obligations of the Subdivisions of the 
Home Other Home Other Sub- Home Other Home Other Sub- 
State States State divisions State States State divisions 
Exempt Taxed Exempt Taxed Exempt Taxed Exempt Taxed 
Exempt Taxed Exempt Taxed Exempt Taxed Exempt Taxed 
Exempt Taxed Exempt Taxed Exempt Taxed Exempt Taxed 
Taxed Taxed Taxed Taxed No personal Income Tax 
No corporate Income Tax No personal Income Tax 
Exempt Exempt Exempt Exempt No personal Income Tax 
No corporate Income Tax Exempt Taxed Exempt Taxed 
No corporate Income Tax No personal Income Tax 
Exempt Taxed Exempt Taxed Exempt Taxed Exempt Taxed 
Exempt Taxed Exempt Taxed Exempt Taxed Exempt Taxed 
No corporate Income Tax No personal Income Tax 
Taxed Taxed Taxed Taxed Taxed Taxed Taxed Taxed 
Taxed Taxed Taxed Taxed Taxed Taxed Taxed Taxed 
Taxed Taxed Taxed Taxed ? Taxed Taxed Taxed Taxed 
No corporate Income Tax No personal Income Tax 
Exempt Taxed Exempt Taxed Exempt Taxed Exempt Taxed 
No corporate Income Tax No personal Income Tax 
No corporate Income Tax No personal Income Tax 
Taxed Taxed Taxed Taxed Exempt Taxed Exempt Taxed 
No corporate Income Tax No personal Income Tax 
Exempt Taxed Exempt Taxed Exempt Taxed Exempt Taxed 
Exempt Taxed Exempt Taxed Exempt Taxed Exempt Taxed 
Exempt Taxed Exempt Taxed No personal Income Tax 
Taxed Taxed Exempt Taxed Taxed Taxed Taxed Taxed 
No corporate Income Tax No personal Income Tax 
No corporate Income Tax No personal Income Tax 
No corporate Income Tax Exempt Taxed Taxed § Taxed 
No corporate Income Tax No personal Income ‘Tax 
Exempt Taxed Exempt Taxed Exempt Taxed Exempt Taxed 
Taxed Taxed Taxed Taxed Exempt Taxed Exempt Taxed 
Exempt Taxed Exempt Taxed Exempt Taxed Exempt Taxed 
Exempt Taxed Exempt Taxed Exempt Taxed Exempt Taxed 
No corporate Income Tax No personal Income Tax 
Taxed Taxed Taxed Taxed Taxed Taxed Taxed Taxed 
Taxed Taxed Taxed Taxed Taxed Taxed Taxed Taxed 
No general corporate Income Tax No personal Income Tax 
No corporate Income Tax No personal Income Tax 
Exempt Taxed Exempt Taxed Exempt Taxed Exempt Taxed 
Exemrt* Taxed Taxed Taxed Taxed Taxed Taxed Taxed 
Taxed Taxed Taxed Taxed No personal Income Tax 
No corporate Income Tax No personal Income Tax 
Exempt Exempt Exempt Exempt No personal Income Tax 
Exempt Taxed Exempt Taxed Exempt Taxed Exempt® Taxed 
Exempt Taxed Taxed Taxed Exempt Taxed Taxed Taxed 
Taxed Taxed Taxed Taxed Taxed Taxed Taxed Taxed 
Taxed Taxed Taxed Taxed Exempt Taxed Exempt Taxed 
Taxed Taxed Taxed Taxed Taxed Taxed Taxed Taxed 


No corporate Income Tax 








is omitted. 


has same 


businesses. 
4 After July 1, 
yart or 


1935, 
Dakota will be taxed. 

5 Under the Special Stocks and Bonds 
of its application to corporate income, 
State of Tennessee and political subdivisions thereof are exempt; and 
the same is true as the tax applies to individuals. 

® Provided interest rate does not exceed 5 per cent. 


No personal Income Tax 





3 New York City gross receipts tax specifically does not exempt income 
from state or municipal bonds in calculating income tax on financial 


interest on home state obligations in South 


Tax in Tennessee, in the case 
income of obligations of the 


7™The tax in West Virginia is designated as an occupation tax on 


gross income. 





8’ But exempt if issued before May 4, 1923. 


Ju 


wi 
re 
th 


al 
ar 
th 


35 


its 
31x 


to 
ed 
to 
in- 


om 
ity 


for 





come 
ncial 


youth 
case 


' the 
and 


x on 


Fe TD ENTREE ELT 


June, 1935 


4. Establishment of rates withholding consistent 
with the principle of securing the greatest revenue 
return over a long period of time, and in accordance 
therewith it is reeommended— 

(a) That the element of reciprocity with other 

countries be taken into consideration; 

(b) Rates on dividends should be lower than the 

rates on other taxable income; 

(c) Same rates should apply to alien individuals 

and foreign corporations, 


5. If necessary under international law and treaties 
alternative, grant of option to file returns in accord- 
ance with requirements under the revenue laws as 
they now exist. 


6. Rates of tax sufficiently low to prevent inter- 
ference with foreign business; no tax levy on capital 
gains ; and operation of tax plan as simply as possible 
to avoid imposing extraordinary or harsh burdens 
_— American agencies responsible for withholding 
tax at the source. 


Court Decisions 
Supreme Court 


Basis of Property Acquired by an Estate from a Dece- 
dent.— Under the 1921 and 1924 Acts, the basis of property 
acquired by an estate from a decedent is the value at the 
date of decedent’s death for the purpose of the depreciation 
deduction and of determination of gain or loss upon sale 
of the property by the executor.—U. S. ee Court in 
Cavour Hartley, Executor of the Estate of G. G. Hartley, v. 
Commissioner of Internal Revenue. No. 602. ‘Oct. term, 1934. 

This decision affirms that of the Circuit Court of Appeals, 
Eighth Circuit, 72 Fed. (2d) 352, which affirmed Board of 
Tax Appeals decision, 27 BTA 952. 


Expenses Deductible from Gross Income.—Attorney’s 
fee paid by a guardian for conducting litigation to secure 
income for his minor ward from a trust is not deductible 
from the ward’s gross income as the ward was not engaged 
in any business. Neither is it deductible by the guardian. 
“Guardianship is not recognized by statute as a taxable 
entity.’—U. S. Supreme Court in Catherine Llewellyn Van 
IVart, by Roy Van Wart, Natural Tutor, v. Commissioner of 
Internal Revenue. No. 95. Oct. term, 1934. 

Decision of Circuit Court of Appeals, Fifth Circuit, 69 
Fed. (2d), which reversed a memorandum decision of the 
Board of Tax Appeals, affirmed. 


Federal Estate Tax.—Where a partnership agreement 
provided that in the event of the death of a partner, the 
survivors should continue the business for one year there- 
after, and the estate was to share profits and losses in the 
same manner as if the deceased partner were living, it was 
error to include in the gross estate of the deceased partner 
the value on the date of death of his claim to the future 
earnings. 

The estate tax due to such erroneous inclusion was paid 
in 1921. Thereafter the same earnings were subjected to 
income tax by a deficiency in 1925 which, after dismissal 
of an appeal to the Board, was paid in 1928, and suit for 
recovery of both the income tax and the estate tax was 
instituted in 1930. Although the statute of limitations for 
bringing suit had expired, the Court holds the tax recov- 
erable on the ground that in the claim for income taxes 
asserted by the Government in 1925, the taxpayer was 
entitled to recoupment for the estate taxes because reten- 
tion of the money by the United States was against morality 
and good conscience. “We are of the opinion that the 
petitioner was entitled to have credited against the defi- 
ciency of income tax, the amount of his overpayment of 
estafe tax * * *.” 

The Court concurs with the Court of Claims decision 
that amounts paid to the estate as profits earned after 
decedent’s death were income to the estate.—U. S. Supreme 
Court in Ernest M. Bull, Sole Surviving Executor and Trustee 
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of the Estate of Archibald H. Bull, Deceased, 
States. No. 649. Oct. term, 1934. 

This decision reverses on the first and second issues the 
decision of the Court of Claims, 6 Fed. Supp. 141. 


Gain or Loss on Sale of Shares of Stock: Identification 
of Shares of Stock.—1. Certificates provide the ordinary 
means of identification of shares of stock but not the only 
possible means. The required identification is satisfied, if 
the margin trader has, through his broker, designated the 
securities to be sold as those purchased on a particular date 
and at a particular price. It is only when such a designa- 
tion was not made at the time of the sale, or is not shown, 
that the “first-in, first-out” rule is to be applied. 

2. The “first-in, first-out” regulation when thus construed 
is valid. 

3. The Circuit Court of Appeals (73 Fed. (2d) 9) erred 
in reversing the finding of the Board of Tax Appeals that 
the “first-in, first-out” rule was applicable, according to the 
facts found. by the Board; although the seller had stated 
to his broker that he desired to retain 1,200 shares of 
U. G. I. stock, he did not state that the 1,200 shares to be 
retained were those first acquired (there having been later 
substantial marginal purchases of stock of the same 
company). 

4. The Court of Appeals is without power, on review 
of proceedings of the Board of Tax Appeals, to make any 
findings of fact. If the Board has failed to make an essen- 
tial finding and the record on review is insufficient to pro- 
vide the basis for a final determination, the proper procedure 
is to remand the case for further proceedings before the 
Board. 

5. The decision is reversed and case is remanded to the 
Court of Appeals for consideration of the question as to 
whether the Board’s finding (26 BTA 1204) was justified by 
the evidence.—U. S. Supreme Court in Guy T. Helvering, 
Commissioner of Internal Revenue, v. James L. Rankin, Ex- 
ecutor. No. 582. Oct. term, 1934. 

In a dissenting opinion Mr. Justice Stone holds that the 
judgment of the Court of Appeals should be reversed and 
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TAXATION OF INTEREST ON FEDERAL GOVERNMENT 
. OBLIGATIONS UNDER STATE CORPORATE TAXES 
MEASURED BY INCOME, AS OF APRIL 1, 1935 


(Chart prepared by J. Wilner Sundelson, consulting economist, 
New York City, and Florence A. de Haas, member 
of the New York Bar) 


Nebraska EE PRR Ry a ees No tax 


PO ee er ore Exempt 
I es Se cles No tax pO er Taxed ! 
New Hampshire ..No tax Fe ee Exempt 
New Jersey ..No tax CRUIOTMIR 5. ose esse os SO 
New Mexico Exempt Colorado . .. No tax 
PRONE = os hos Sue esas Taxed 3 Connecticut ....... Exempt? 
North Carolina ......... Exempt Oe Exempt 
North Dakota .......... Exempt District of Columbia..... No tax 
SE eae rete No tax PUI voc sintns oem No tax 
|) ae Exempt GEE 6.5.00 paeaanaace Exempt 
ER irre, <oce cme cer Taxed ON i tae he eee le Exempt 
PORMSVIVAMIA ..... 6 2052s’ Taxed 4 oo Shenae. No tax 
Rhode island .....:..%.. No tax Indiana Seen 
Sout Caraima ......... Exempt OE eee ee Exempt 
SOUth Dakota ...... iis Taxed 5 ee ere Exempt 
I, 5055-5 eras ery cnt Taxed & LS No tax 
ye : No tax MUNI os igo -0-0 + 9 'sseecend Exempt 
RR eco reer Exempt Re ee es: No tax 
I coe S peeas Exempt a er ee No tax 
WIRGIEER. ho feaiiie sce Exempt Massachusetts ...Taxed 
WOGRIMMIOR 2. onc cces Taxed ESR ee No tax 
West Virmimia .......... Taxed? eee Exempt 
co ae Exempt Mississippi ............ Exempt 
WRONG 5.650. verme ces No tax SS re ree Exempt 

ee EE Exempt 


1 Wording of Arizona statute (Laws of 1933, 1st Spec. Sess., 
ter 8, Sec. 9) is very peculiar. 
the United States.” 

2G. S. Sec. 1327 requires adherence to Federal income tax returns. 
Partial or total exemptions, according to the provisions of Federal obli- 
gations, are allowed. 

8’ New York City gross receipts also exempt. 

4 Corporation tax levied only on corporations not subject to the capital 
stock tax. 

5 After July 1, 1935 interest on the obligations of the United States 
is exempt. 

® Under the Stocks and Bonds Income Tax_(Laws of 1933, Chap. 60, 
Sec. 4) interest on obligations of the United States is exempt. 

7 West Virginia tax is an occupation tax or gross income. 


Chap- 
It exempts only “income received by 








RETROACTIVE FEDERAL 
TAXATION 


Frederick A. Ballard, Instructor of Law, 
Washington College of Law 


48 Harvard Law Review, February, 1935, 
p. 592-619 


In many of the significant cases in which 
the constitutionality of a federal taxing 
measure has been questioned counsel have 
relied to some extent upon the concept of 
“arbitrary retroactivity.” During recent 
terms, however, the Supreme Court has 
sanctioned a degree of retroactivity in fed- 
eral tax cases which makes it unlikely that 
any such tax will soon again be success- 
fully resisted on this score. 


The point at which a retroactive federal 
statute of this sort becomes “arbitrary” 
and hence unconstitutional has always been 
vague. The question resolves itself into 
nothing more definitive than, how much 
retroactivity in a federal taxing act is too 
much for the Court to swallow? The an- 
swer depends in part upon the type of tax 
involved. Property taxes are often levied 
retroactively, as, for example, special as- 
sessments for benefits accrued before their 
enactment (276 U. S. 440, 446). With re- 


spect to excises in general, it would be im- | 


practicable for the most part to require 
taxpayers to report for taxation past oc- 
currences or privileges already enjoyed. It 
has been tried unsuccessfully in the gift 
tax, but has succeeded in certain aspects of 
the income and estate taxes, and in a few 
miscellaneous excises (232 U. S. 261). 
“Curative” and administrative statutes are 
not objectionable because they may apply 
to taxes previously accrued. 

Each of the nineteen income tax meas- 
ures adopted by Congress in the last 
seventy-three years has applied to income 
earned during the entire calendar year in 
which the act was passed. Their constitu- 
tionality has been regularly sustained 
against this, and, except for the Act of 
1894, all other objections (20 Wall. 323; 
220 U. S. 107; 240 U. S. 1). Even where 
the taxpayer has gone out of legal exist- 
ence, after having paid all outstanding 
taxes, a subsequent tax with retroactive 
application has been successfully imposed 
upon the parties in interest (266 Fed. 602) 
Income is taxable to one person even 
though received by another under a revoca- 
ble trust created by the taxpayer prior to 
the effective act and to any act containing 
a similar provision (281 U. S. 376; 289 
U. S. 172). And Burnet v. Wells, 289 U. S. 
670 (1933), sanctioned taxation to the set- 
tlor, of the income of irrevocable trusts 
established, before the enactment of any 
such tax, for the maintenance of insurance 
policies on his life, even though the pro- 
ceeds of the policy were not to accrue to 








| spite of the words “ 
| however, it was unanimously held in Shwab 
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the estate of the settlor, but to other bene- 
ficiaries. 


The internal structure of the acts affords 
many examples of the retroactive applica- 
tion of ruies for determination of taxable 
income. One of the most prolific sources 
of income tax controversy and litigation is 
the question of the “basis” upon which is 
to be reckoned the gain or loss from the 
sale or exchange of property, and its de- 
preciation or depletion, the major point of 
attack being the freedom with which Con- 
gress has modified this “basis” of property 
in the hands of the same taxpayer (Miller, 
Hendricks and Everett, REORGANIZATIONS AND 
OTHER EXCHANGES IN FEDERAL INCOME TAXA- 
TION (1931) 297). In general the regula- 
tions issued by the Treasury for the 
administration of the taxing laws are ap- 
plied retroactively (73 F. (2d) 385), but, 
at the discretion of the Commissioner, in 
cases of hardship, they may be given pro- 
spective application only. 

The most important problems of retro- 
activity have arisen from the operation of 
the modern estate tax acts. Income, gift, 
and all excise taxes, except the state tax, 
apply fundamentally to current transac- 
tions. The estate tax acts measure the tax 
by the value of the various types of taxable 
interests at the time of death. Among such 
interests is property transferred in certain 
ways to others before death. Consequent- 
ly, the value of an estate for estate tax 
purposes may be swelled by the value of 
someone else’s property, a value perhaps 
greatly enhanced since the date of transfer 
(274 U. S. 531, 542 (1927)). Further, the 
recipient of the property may himself be 
liable in certain circumstances for a pro- 
portionate part of the tax, determined by 
the value of his interest at the time of 
death (Act of 1926, 44 Stat. 80; 51 F. (2d) 
472 (1931)), thus opening the way for wide 
discriminations between donees, depend- 
ing upon the rates of the particular act in 
effect at the dates of death of their re- 
spective donors, as well as upon the price 
level at such times. 


In blocking all possible avenues of escape 
from death taxes, Congress has resorted in 
part to extending the scope of the acts to 
embrace transactions completed before 
their passage. Asa result of this evolution 
the problems of retroactivity in relation to 
the estate tax have varied considerably with 
the wording of the different acts. 


The Revenue Act of 1916 contained no 
express provision for retroactivity but it 
included within the gross estate any inter- 
est “of which the decedent has at any time 
made a transfer, or with respect to which 
he has created a trust, in contemplation of 
or intended to take effect in possession or 
enjoyment at or after his death * * *’ In 
at any time made,” 
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v. Doyle, 258 U. S. 529 (1922), that the Act 
affected only transfers made after it was 
enacted. Under the same Act the case of 
Tyler v. United States, 281 U. S. 497 (1930), 
held that the “shift of economic benefit” 
occurring at the death of one tenant by the 
entirety is a proper occasion for the im- 
position of a tax on his estate. The tenan- 
cies in this case had all been created after 
the passage of the Act. The reasoning, 
however, foreshadowed the result of later 
cases where the tenancies were created 
before the applicable acts. 

The Revenue Act of 1918 contained an 
express provision for retroactivity, Con- 
gress having now directed that the section 
corresponding to that involved in Shwab 
v. Doyle should be applied “whether such 
transfer or trust is made or created before 
or after the passage of this Act.”’ The con- 
stitutional issue was raised in Nichols v. 
Coolidge, 274 U. S. 531 (1927). There the 
decedent and her husband had created an 
irrevocable trust for their children in 1907, 
reserving the income to themselves for 
their joint lives and then to the survivor 
In 1917 the settlors released the income to 
the remaindermen. Part of this trust was 
included in’ the gross estate of Mrs. 
Coolidge as a transfer “intendetl to take 
effect in possession or enjoyment at or 
after death.” It was held that the tax 
could not be constitutionally applied to 
such a transfer, since an irrevocable trans- 
fer which is not in fact testamentary in 
character, cannot reasonably be brought 
within the purview of a tax at death be- 
cause by its terms a new or more complete 
“possession or enjoyment” is to occur at 
death. In Coolidge v. Long, 282 U. S. 582 
(1931), it was held that the Massachusetts 
inheritance tax could not constitutionally 
be applied to the interest of the beneficiaries 
in the same trust as was involved in 
Nichols v. Coolidge. It would have been 
possible, however, to differentiate the two 
Coolidge cases on the basis of the formal 
difference supposed to exist between the 
“estate” tax used by the Federal Govern- 
ment and the “inheritance” tax used by 
Massachusetts and most other states. 

The field of retroactivity which can be 
considered “arbitrary” was definitely re- 
stricted in the significant case of Mulliken 
v. United States, 283 U. S. 15 (1931). A 
transfer in contemplation of death made 
in 1916, while the Act of that year was in 
force, was held properly taxable under the 
higher rate of the 1918 Act which was in 
effect at the donor’s death. The Court said 
that there was nothing unfair in such an 
application of the taxing acts because there 
was knowledge available to the donor when 
he made his gift that it was subject to an 
“established policy of taxation,’ which 


reasonably apprised him of the danger of fi 


an increase in the rates applicable to such 
a gift before his death. 
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The Revenue Act of 1921 produced two 
cases important in the development of the 
present subject. Preceding them, Salton- 
stall v. Saltonstall, 276 U. S. 260 (1928), had 
indicated that no longer could the revenue 
acts be rigidly restricted by the refinements 
of legal title. The decedent has retained a 
power to alter or terminate the trust with 
the concurrence of one trustee. The Court 
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upheld the tax on the ground that since 
death ended the possibility of revocation of 
the interest of the beneficiaries it caused 
their receipt of a substantial economic 
benefit and was hence a proper occasion 
for the imposition of the tax. In Chase 
Nat. Bank v. United States, 278 U. S. 327 
(1929) and Reinecke v. Northern Trust Co., 
278 U. S. 339 (1929) under the 1921 Act, the 
Court followed the substantial criterion of 
the Saltonstall case. In the former the 
“shift” held taxable resulted from the right 
reserved to the decedent to change the 
heneficiaries of insurance policies on his 
life. 

The Reinecke case involved seven trusts 
set up by the decedent. Two, which had 
been created before the passage of the 
1921 Act, and before even the first estate 
tax in 1916, were revocable by the settlor 
alone; the life income of these was re- 
served to the settlor. The remaining five 
trusts, created in 1919 while the 1918 Act 
was in effect, were revocable only with the 
consent of the beneficiaries; the income was 
not reserved to the settlor. With respect 
to the first two trusts it was held that the 
Act was not retroactive, since the death 
followed the passage of the act and the 
transfer was not complete till his death. 
The other five trusts were held to have 
passed from the control of the settlor, for 
practical purposes, at the moment of their 
creation, so that the application to them 
of a subsequently enacted statute would be 
too retroactive. 


The Revenue Acts of 1924 included a 
catch-all provision providing that all the 
clauses effecting the inclusion of the va- 
rious interests in the gross estate should 
operate regardless of when such interests 
were created. The 1926 Act was in this 
respect similar to the 1924 Act, and remains 
the basic estate tax law. 


With respect to the application of the 
1924 Act to the interest of a decedent in a 
joint tenancy created before 1916 it was 
held in Gwinn v. Commissioner, 287 U. S. 
224 (1932) that there is clearly 2 “shift of 
economic benefit” at the death of the de- 
cedent similar to that which results from 
the termination of a power to revoke a 
trust, or to change the beneficiary of an 
insurance policy. In Third Nat. Bank 7 
Il’hite, 287 U. S. 577 (1932), a tax on the in- 
terest of a decedent in a tenancy by the en- 
tirety created before 1916 was upheld, the 
Court merely citing the Tyler and Gwinn 
cases. The flaw in this is apparent—the 
Gwinn case is not controlling because of 
the fundamental distinction between a joint 
tenancy and a tenancy by the entirety with 
respect to alienation of the interest of a 
tenant. In the Gwinn case the tax could 
have been avoided after knowledge of it, or 
of a similar tax under a prior act, became 
available, and in the lVhite case it could 
not. In the Tyler case the tenancies had 
been created after 1916 and the decision 
was founded upon its necessity from the 
standpoint of preventing tax avoidance— 
an element not present where, as in the 


White case, there was at the time of crea- 
tion of the tenancy no tax to avoid. 

The White decision marks, for practical 
purposes, the passing of “arbitrary retro- 
activity” in the field of the estate tax. It 
means broadly that the tax may be applied 
to any interest of a decedent, whenever it 
originated, provided an occasion may be 
made out sufficient to support a prospective 
application of the tax, with these qualifi- 
cations. It is doubtful whether the Court 
would uphold an application of the tax to 
a gift in contemplation of death made be- 
fore 1916. And the present status of 
Nichols v. Coolidge is not entirely clear. 
Taken in conjunction with the IVhite case, 
there is considerable room for doubt as to 
a “transfer intended to take effect in pos- 
session or enjoyment at or after death” 
made before 1916, and a transfer with life in- 
terest reserved made before the amendment 


of 1931. Since the Nichols case can be dis- 
tinguished on its facts, it may well give 
way. 


The relatively unobtrusive gift tax has 
furnished considerable interest in connec- 
tion with this inquiry. In Blodgett v. 
Holden, 275 U. S. 142 (1927) it was held 
that the tax could not be applied to gifts 
made before the passage of the Act. In 
Untermyer v. Anderson, 276 U. S. 440 (1928) 
the government attempted to distinguish 
the Blodgett case, contending that in the 
Untermyer case the gift was made after the 
bill providing for the gift tax had been 
introduced in Congress. The Court split, 
with the ninth Justice casting the deciding 
vote for unconstitutionality. The gift tax 
imposed by the Act of 1932 (47 Stat. 245, 
sec. 501) was made specifically inapplicable 
“to a transfer made on or before the date 
of the enactment of this Act.” 


JURISDICTION TO TAX—ANOTHER 
WORD 


Maurice H. Merrill, Professor of Law, 
University of Nebraska 


44 Yale Law Journal, February, 1935, 
p. 582-604 


The decisions prior to 1930 form a pic- 
ture whose one dominant concept is that 
jurisdiction to tax is dependent upon the 
reasonableness of the claim to exercise 
that jurisdiction and that reasonableness 
in turn is dependent upon potentiality of 
benefit. The problem is viewed from the 
standpoint of the states. If a state is in 
position to render some benefit in respect 
to the object of taxation surely it is rea- 
sonable to demand a contribution to the 
support of its government. With such a 
concept of reasonableness it should, of 
course, be immaterial that some other 
state, also a purveyor of service, may be 
equally justified in a similar demand. Both 
may properly claim taxing jurisdiction. 
The claim of neither rightfully may be de- 
nied. Repeated utterances of the Court, 
borne into practice by decisions, support 
this assertion that double taxation, in the 
sense of the taxation of the same object 
by more than one state, encountered no 
barriers whatever in the judicial exposi- 
tion of due process of law. [Kidd v. Ala- 
bama, 188 U. S. 730 (1903); Blackstone v. 
Miller, 188 U. S. 189 (1903) ; Fidelity & Co- 
lumbia Trust Co. v. City of Louisville, 245 
U. S. 54 (1917); Citizens Nat. Bank v. Durr, 
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257 U. S. 99 (1921); Cream of Wheat Co. v. 
County of Grand Forks, 253 U. S. 325 
(1920).] 


Recent significant cases, however, indi- 
cate that possibly the earlier decisions do 
not have implications quite so extensive as 
many of us at first reading thought. First 
in point of time of these recent unsettling 
decisions is Farmers Loan & Trust Com- 
pany v. Minnesota, 280 U. S. 204 (1930). A 
New York decedent left behind him nego- 
tiable bonds and certificates of indebted- 
ness issued by the state of Minnesota and 
by the municipalities of St. Paul and 
Minneapolis. The transfer was taxed in 
New York. Minnesota likewise imposed 
a tax which, after some hesitation, was 
upheld by the state supreme court. The 
United States Supreme Court, however, 
denied, upon Fourteenth Amendment 
grounds, Minnesota’s jurisdiction to tax. 
Blackstone v. Miller was definitely over- 
ruled and it was said that no state might 
tax anything not within her jurisdiction 
without violating the Fourteenth Amend- 
ment. Concurring in the result, Mr. Jus- 
tice Stone was able to reconcile the result 
with the benefit theory of jurisdiction. In 
Baldwin v. Missouri, 281 U. S. 586 (1930), 
however, the benefit theory and the single 
jurisdiction theory came into irreconcilable 
conflict and Mr. Justice Stone joined the 
ranks of the dissenters. The thesis of the 
Majority opinion in that case was that the 
debts represented by the securities in ques- 
tion were tangible property whose transfer 
was taxable at the owner’s domicile. The 
Fourteenth Amendment forbids any other 
state to tax. Relying upon the doctrines 
propounded in the Farmers Loan case this 
decision applied them logically and in a 
manner definitely inconsistent with the 
benefit theory of jurisdiction. 


First National Bank v. Maine, 284 U. S. 
312 (1932), brought the new theory of the 
unreasonableness of multi-state taxation to 
the forefront again. It denied the power 
of the state of incorporation to tax the 
transfer of stock owned by a nonresident 
decedent, impliedly approved in Frick v. 
Pennsylvania, 268 U. S. 473 (1925). The 
prevailing opinion rested squarely upon a 

“rule of immunity from taxation by more 
than one state . . .” The dissenters in- 
sisted that “control and benefit are together 
the ultimate and indubitable justification of 
all taxation.” 


The implication to be drawn from these 
decisions was self evident. While the cases 
involved inheritance taxation only, the 
principles enunciated by the majority were 
not so limited. The analogy drawn to 
property tax cases, the insistence upon the 
iniquity of multi-state imposts, the gen- 
erality with which the doctrine of “im- 
munity against taxation at more than one 
place ’ was proclaimed, all evi- 
denced a new conception of due process in 
which reasonableness was to be determined 
not from the standpoint of the states from 
whose protection the economic interest 





taxed derived some benefit, but from the 
viewpoint of the taxpayer protesting 
against contributing so much of his sub- 
stance to so many different claimants. The 
almost unanimous opinion of legal scholars 
so interpreted it. Today the position of 
the Court seems not so certain. 


Lawrence v. State Tax Commission, 286 
U. S. 276 (1932) upset the apple cart. The 
Court there refused to apply the rule that 
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due process forbids multi-state taxation. 
It cited the decisions upholding property 
taxes by more than one state as living 
cases, and said that such double taxation 
“had been uniformly upheld.” It returned 
to benefit as the test of jurisdiction. 


The present state of the authorities upon 
the subject of jurisdiction to tax, therefore, 
seems one of encircling gloom. The fire 
so recently poured by the majority opin- 
ions in the Minnesota, the Missouri and 
the Maine cases upon the benefit theory 
still assures us that inheritance taxation 
will not be permitted to travel that road. 
The Lawrence case may be likened to a 
small bonfire lighting up a narrow area, 
that of income taxation. In that field, very 
obviously, the Court does not consider 
odious the possibility of multi-state taxation. 


Conceivably, the inheritance tax cases 
might be abandoned in favor of a whole- 
hearted return to the former rule. This 
seems neither likely nor desirable. The 
late decisions are aimed at certain grave 
conditions which flourished under the ap- 
plication of the benefit theory of jurisdic- 
tion to tax inheritances. Retraction is 
inexpedient. Another course would be to 
regard the Lawrence case as an outmoded 
survivor of a dogma no longer tenable. 
However, the thorough application of the 
“one thing, one tax” principle would seri- 
ously affect the taxing systems of almost 
every state. It would involve the Supreme 
Court in the extremely delicate task of 
determining which states should be accord- 
ed power to levy various types of tax, and 
would probably lead to some device for a 
Federal tax levy to be apportioned to the 
local governments in accordance with an 
equitably arranged formula. 


The preferable course is to regard the 
inheritance tax cases simply as superim- 
posing upon the orthodox rule of benefit 
as the test of jurisdiction to tax a limita- 
tion based solely on the peculiar hardships 
which the application of that theory creates 
in the particular field. This would be con- 
sistent with the Court’s attitude in respect 
to area formulas in special assessment tax- 
ation and would prevent the wholesale 
abandonment of numerous precedents of 
long standing. The excessive exactions, 
the possibility of which doubtless called 
for the inheritance tax decisions, are not 
to be feared in other types of revenue 
measures. 


THE REVENUE ACT OF 1934 


George Grayson Tyler, formerly assistant to 
Professor Roswell Magill, former assist- 
ant to the Secretary of the Treasury; 

member of the New York Bar, and 
John P. Ohl, formerly member of 
the staff of the General Counsel to 
the Secretary of the Treasury; 
member of the New York Bar 


83 University of Pennsylvania Law Re- 
view, March, 1935, p. 607-653 


The Revenue Act of 1934 by virtue of 
the thorough consideration which preceded 
its enactment and of the desire to prevent 
tax avoidance, has made numerous changes 


and novel departures from prior Revenue 
Acts. 


Personal Holding Companies. Corporate 
income is, in the normal case, distributed 
among a number of individuals. Recog- 
nizing this, the revenue acts 























have not| 


THE TAX MAGAZINE 


applied the progressive income tax to corpo- 
rations but have adopted a flat rate which 
is somewhat higher than the normal tax 
upon individual incomes. By taxing closely 
held corporations at very high rates unless 
they distribute their earnings, Congress 
has endeavored to compel distribution, so 
that the income might be taxed at progres- 
sive rates in the hands of their stockhold- 
ers. The difficulty lay in defining the type 
of corporation which would be subject to 
these increased taxes. Prior to the 1934 
Act, a solely subjective test was used in 
segregating such corporations. A corpo- 
ration was so taxed if it accumulated sur- 
plus for the purpose of evading the 
imposition of the surtax upon its stock- 
holders. Since a holding corporation was 
the stockholder and was subject to no sur- 
tax, the corporation which accumulated 
the surplus could not be said to be availed 
of for the purpose of evading the imposi- 
tion of the surtax upon its shareholders. 
Section 102 of the 1934 Act, although re- 
taining the subjective test of purpose, de- 
fines that purpose as one “of preventing 
the imposition of the surtax upon its share- 
holders or the shareholders of any other cor- 
poration.” This effectually blocks a very 
serious loophole in the law. An additional 
provision taxing “personal holding com- 
panies” and applying an objective test 
was also adopted. The object of this pro- 
vision (Section 351) is to subject to a thirty 
or forty per cent surtax the income of a 
personal holding company which is not dis- 
tributed to its stockholders, but still to 
allow a reasonable accumulation for legiti- 
mate corporate purposes. Because, how- 
ever, of the fact that ordinarily dividends 
received by a corporation are tax-free to it, 
it was necessary to add to the income of 
personal holding companies, for the pur- 
pose of this surtax, the dividends which 
they received, but at the same time to allow 
a deduction to the extent that dividends 
were paid to its stockholders. In order to 
compensate for this disadvantage such 
corporations were allowed to deduct for 
the purposes of this surtax 100 per cent 
of charitable contributions and of capital 
losses [48 Stat. 752, 26 U. S. C. A. sec. 5351 
(b) (3) (B) (Sup. 1934)]. 


Formidable though the provisions of this 
section may appear at first glance it is still 
possible for a wealthy taxpayer to save 
taxes through the medium of a personal 
holding corporation. Moreover, the new 
provisions of Sections 102 and 351, which 
allow “dividends paid during the taxable 
year” to be wholly deductible from the 
adjusted net income, allow a corporation 
to be used safely as a device for splitting 
extraordinary income between two taxable 
periods, thereby accomplishing a consider- 
able tax saving in some cases. However, 
on the whole it can be said that Section 351, 
together with the strengthening of Sec- 
tion 102 and the elimination of the deduc- 
tion and credit for dividends of foreign 
corporations has gone a long way towards 
eliminating tax avoidance by incorporation. 


Family Losses. Losses from sales or ex- 
changes of property, directly or indirectly, 
between members of a family or (except 
in the case of distributions in liquidation) 
between an individual and a corporation 
in which he owns more than fifty per cent 
in value of the outstanding stock, are dis- 
allowed. It is still possible, however, to 
transfer property to “in-laws,” and receive 
the benefit of a deduction for loss. 
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Capital Gains and Losses. Originally al} 
income, including gains derived from the 
sale of capital assets, was taxed at the 
ordinary rates without differentiation. In 
the Act of 1921 Congress segregated capi- 
tal gains for the purpose of according them 
special treatment. Taxpayers (other than 
corporations) were given an election of be- 
ing taxed on capital gains at the flat rate 
of 12% per cent or of including such gains 
in their other income and being taxed at 
the ordinary graduated rates. Since no 
comparable provision was included with 
respect to capital losses, the Government 
fared badly under the 1921 Act, for capital 
losses were taken in toto against other cur- 
rent income and in certain cases might be 
carried forward and applied against income 
realized in the two years next succeeding, 


The succeeding Acts of 1924, 1926, 1928 
and 1932 incorporated a compulsory pro- 
vision, limiting capital losses to 12% per 
cent thereof, which was taken as a credit 
against the tax, but with the proviso that 
the tax should not be less than the regular 
normal and surtax computed without re- 
gard to the 12% per cent limitation. The 
Revenue Act of 1932 made no change, in 
so far as capital assets held over two years 
were concerned, but in an endeavor to 
prevent the national revenues from being 
“dried up” by short term security losses 
included provisions limiting losses on se- 
curities held less than two years to the 
extent of similar gains. The 1934 Act took 
a step toward the British. system, which 
disregards such gains and losses, yet did 
not permit such gains to go entirely tax 
free. Taxpayers other than corporations 
were to be made taxable only upon a cer- 
tain percentage of such gains, the exact 
percentage depending upon the length of 
time the particular asset sold had been 
held. The percentage of said gain (as- 
suming there were no losses) was to be 
included in other income and subject to the 
normal and graduated:surtax rates. Losses 
on capital assets were to be computed 
upon the same percentage basis, but they 
were to be deductible only to the extent of 
similar gains, and this latter limitation was 
to affect corporations as well. The option 
of being taxed at a flat rate upon capital 
gains would be abolished. Losses to the 
extent of $2,000 were permitted to reduce 
ordinary income, and banks and trust com- 
panies were exempted from the provision 


limiting capital losses to capital gains plus 
$2,000. 


Consolidated Returns. Upon this score 
Congress has reversed a policy of sixteen 
years’ standing. The privilege of filing 
consolidated returns is now allowed only 
as to “common carriers by railroad.” Rail- 
road holding companies are not within the 
group if they directly operate a bus line or 
any type of business other than that of a 
common carrier by railroad. It would 
seem to make no difference how small a 
proportion of their business consisted of 
the direct operation of bus lines. How- 
ever, they may own stock in all manner 
of operating companies, provided their as- 
sets consist principally of stock in corpora- 
tions which are common carriers. by 
railroad. The denial of the privilege of 
fixing consolidated returns was to a large 
extent an indictment of 1929 business 
methods. However, a tax law ought not 
to discourage the legitimate incorporation 
of business. A wide divergence between 
corporate practice and the tax machinery 
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can only discourage the taxpayer’s honest 
cooperation and make the administration 
of the law difficult. The 1932 Act encour- 
aged cooperation; there was a quid pro quo, 
in that the privilege of filing a consolidated 
return was conditioned upon acceptance of 
the Commissioner’s regulations, designed 
to truly reflect the total income of the 
group, and upon the acceptance of a higher 
tax rate. 


Exchanges and Reorganizations. From 
the administrative standpoint, it is not only 
inconvenient but impossible to evaluate all 
exchanges. The expedient was developed 
of exempting certain transfers temporarily 
and postponing the tax until a time when 
there was something comparable to a cash 
transaction. Moreover, the Act of 1921 
permitted individuals to transfer property 
tax-free to a corporation and allowed the 
corporation to take as a tax basis in figur- 
ing future gains the fair market value at 
the time of transfer. This defect was 
remedied by the Act of 1924, the provi- 
sions of which dealt minutely with each 
step of the reorganization procedure. 


During the era of rising values the gov- 
ernment undoubtedly lost revenue as a re- 
sult of loopholes existing in the exchange 
and reorganization provisions. The tax- 
payer could control the realization of his 
gains and take them in years when there 
were offsetting losses. The complete 
abolition of the reorganization provisions 
was recommended by the Subcommittee 
but the net effect of the changes finally 
adopted has been to prevent Corporation A 
(by organizing Corporation B and trans- 
ferring its surplus thereto in exchange for 
all B’s capital stock) from distributing tax- 
free B’s stock to its stockholders. Despite 
this change, the government will continue 
to lose revenue by virtue of the tax- 
postponement feature of the exempting 
provisions. 





DECISIONS OF BOARD OF TAX APPEALS 


Partnerships. When a partner’s capital 
contribution in kind at the time of transfer 
to the partnership has a fair market value 
differing from its cost or other basis to 
such contributing partner, the question 
arises whether a personal gain or loss has 
been “realized.” The solution depends on 
whether the asset sold acquired a new tax 
basis for partnership gain or loss when con- 
tributed to the partnership. A new basis 
(value of the contributed asset at the time 
of contribution) is acquired by the part- 
nership under the 1932 and prior Acts 
(70 F. (2d) 720). The 1934 Act, however, 
has established the rule that the partner- 
ship takes the same basis as the contribut- 
ing partner. While revenue may be saved 
by preventing certain tax avoidance 
schemes, any gain may be off-set by losses 
arising from the tax postponement fea- 
tures of the new provisions. Moreover, 
making each asset contributed to a part- 
nership carry a different potential tax lia- 
bility can only result in imposing inequitable 
results on certain members of the part- 
nership. 


Another important change effected by 
the recent Act is the effective abolition of 
the right of the partners to deduct part- 
nership capital losses from other income. 
The forerunner of this harsh provision is 
found in the National Industrial Recovery 
Act. The abandonment of the _ long- 
established rule effective under prior acts 
can only be justified as an arbitrary meas- 
ure devised to raise increased revenues. 
The publicity surrounding the investigation 
of certain private banking and brokerage 
firms may have been the cause of this 
change. The use of “successive partner- 
ships” in order to realize capital losses by 
the dissolution of the old partnership is 
apparently no longer feasible. 


Revocable Trusts. One of the main 
methods of avoiding the higher surtaxes 
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has been to split one’s income between sev- 
eral taxable persons, since A and B to- 
gether pay less tax than A alone. In the 
past, one of the simplest methods has been 
the revocable trust. The 1932 Act, and its 
precursors as far back as the 1924 Act, have 
attempted to eliminate this means of tax 
avoidance by taxing the entire income of 
a revocable trust to the grantor. Although 
an attack upon the constitutionality of such 
provisions was unsuccessful, it was soon 
discovered that Congress had taxed the 
entire income of the trust to the grantor 
only when the power to revest title in the 
grantor existed “during the taxable year.” 
This phrase was eliminated by an amend- 
ment of Section 166. 


Estate Tax Amendments. The estate tax 
provisions were amended in five important 
particulars. (1) The rates were substan- 
tially increased (2) The former classifica- 
tion of decedents into “residents” and 
“non-residents” was changed to “citizens 
and residents” on the one hand, and “non- 
residents not citizens” on the other. (3) In 
case of three or more successive deaths 
within five years the deduction for prior 
taxed property is now disallowed, if such 
deduction was allowed the estate of the 
prior decedent with regard to the prop- 
erty. (4) Real estate situated outside the 
United States is specifically excluded from 
the gross estate. (5) The revocable trust 
section of the estate tax is amended to 
cover the case where the power to revoke 
is subject to a precedent giving of notice 
or takes effect only on the expiration of a 
stated period after the exercise of the pow- 
er, such powers now being considered “to 
exist on the date of the decedent’s death,” 
whether or not the notice has been given 
or the power exercised. However, the case 
where the power in terms is to terminate 
before the decedent’s death is not covered 
by this amendment. 


The measure of discount on 


Tax Appeals 


Basis of Property for Determining Gain or Loss to 
Transferee.—Section 204(a)(8) of the Revenue Acts of 1924 
and 1926, and Section 113(a)(8) of the Revenue Act of 1928, 
requiring cost to transferor to be used as basis for deter- 
mining gain or loss to transferee corporation upon sale in 
1924 to 1929, both inclusive, of property, acquired by trans- 
feree corporation before the enactment of the Revenue Act 
of 1924, and for which it had issued in 1923 to transferor 
more than 80 per cent of its capital stock in payment there- 
for, are not unconstitutional—Edward Securities Corpora- 
tion v. Commissioner, Dec. 8929 (CCH]; Docket Nos. 46874, 
58941. 

Business Expense: “Ordinary and Necessary” Expense. 
—Legal fees and expenditures incurred by a carporation 
in connection with its merger with another corporation are 
not deductible as ordinary and necessary business expenses. 
—Motion Pictures Capital Corporation v. Commissioner, Dec. 
8921 [CCH]; Docket Nos. 60564, 62440. ‘ 


Credit for Dependents.—During the taxable year, peti- 
tioner Adele M. Sommers was the mother of three minor 
children. A part of the support of these children, amount- 
ing to approximately $9,000, came from trusts established 
by petitioner’s first husband and father of the children. The 
living and family expenses of petitioners (husband and 
wife) and the children amounted to $44,851.69, including 
the $9,000 income of the children. It is held that petitioners 
are not entitled to the credit of $400 for each child provided 
for in Section 25(d) of the Revenue Act of 1928, as the 
evidence fails to show that the children received their “chief 
support” from petitioners——Harry and Adele M. Sommers vw. 


Commissioner, Dec. 8941 [CCH]; Docket No. 75632. 


debentures is the difference between the amount received 
at the time of their issuance and the amount agreed to be 
paid at maturity; so where the debentures contained an 
express provision that at maturity they would be redeemed 
at 105, the discount is measured upon 105 and not upon 100, 
the “face amount” of the obligation. 

2. Where debentures and shares are issued for a lump 
sum of cash, the amount to be regarded as received for 
each class may properly be measured in the ratio which 
the value of each on the date of issue bears to the whole. 
Such values and apportionment are determined in fact upon 
the evidence and the discount on the debentures thereupon 
found. 

3. Unamortized discount on debentures may not be used 
as a deduction when the debentures are called before maturity 
in exchange for preferred shares, but must be attributed to 
the preferred shares. 

4. Unamortized discount on debentures called in 1919 
for retirement in 1920, a retirement fund being set up in 
1919 but not distributed until 1920, may not be used as a 
deduction in 1919 but may be used as a deduction in 1920.— 
Pierce Oil Corporation v. Commissioner; Pierce Navigation 
Company, Inc., v. Commissioner; Pierce Pipe Line Company 


v. Conmisiinee, Dec. 8931 [CCH]; Docket Nos. 49702- 
49704. 

In a dissenting opinion Arundell disagrees with the 
majority opinion on the point above numbered 3. McMahon 


concurs with this dissent. 


Fraud Penalties.—1. The petitioner filed false and fraudu- 
lent income tax returns for 1926 and 1927. He was indicted 
for the filing of such returns, but the indictment was quashed 
by the District Court of the United States for the District 


(Continued on Page 366) 



















































































































































































































































































































































































































































ALABAMA 
July 1—— 

Cotton gins permit fees required to accompany the 
application for a permit to be procured on or 
before July 1 of each year. 

Franchise tax: If a domestic corporation is organ- 
ized after the Ist day of July of any year, or if 
a foreign corporation qualifies to do business in 
the State of Alabama after the Ist day of July 
of any year, the amount of the franchise tax 


levied for the remainder of the calendar year in | 


which said corporation is organized or qualified 
is one-half of the year’s tax. 





July 1-15 : ! , 
Motor transportation companies: Every motor 
transportation company shall file a mileage 


statement with and pay a mileage tax to the 
Public Service Commission between the Ist and 
15th days of July each year. 


ARIZONA 
uly 1—— 
Billiard table and bowling alley license fees due. 
Insurance business license taxes due. 
Pawnbrokers’ license fees due. 
Theatre license fees due. 
July 5—— 
Liquor report due. 
July 10 - 
Employment agency reports and balance of fees 
due. 
July 15 
Gasoline distributors’ and consignees’ reports and 
taxes due. 
Motor vehicle carriers’ report and tax due. 
Gross income tax report and payment due. 
Luxuries excise tax report due. 
July 20—— f 
Motor vehicle carrier report and tax delinquent. 
Gross income tax delinquent. 
July 25 : 
Motor fuel carriers’ reports and tax, if any in- 
curred, is due. 











ARKANSAS 
July 1—— ; 

All foreign and domestic corporations qualifying 
under the laws of Arkansas or organizing prior 
to July Ist of each year are liable for the fran- 
chise tax. 

Corporations (domestic) to do no business, organ- 
izing subsequent to March 1, and not later than 
July 1, required to file franchise tax report 
within 10 days after its organization. 

Corporations qualifying between January Ist and 
July 1st of the reporting year must report con- 
ditions for franchise tax as of the date qualified 
or organized. 

Corporations organized subsequent to this date are 
not required to file a franchise tax report in that 
calendar year. 

Upon the filing of annual domestic corporation 
franchise tax report with the Corporation Com- 
mission, such Commission, after finding such 
report to be correct, is required on or before 
this date to report to the Auditor of State 
whose duty it is to charge and certify to the 
Treasurer of the State for collection the re- 
quired tax. 

After the Commission has completed the assess- 
ment of public utility property within its juris- 
diction, on or before the first day of July, or as 
soon thereafter as practicable, notice is given 
in writing by first class mail to the property 
owner, showing the total amount of such 
assessment. 

Alcoholic beverage license taxes become due and 
payable on this date. 

First Monday 

If property taxes of car and freight line com- 
panies are not paid by the first Monday in July 
the State Treasurer in lieu of the 10 per cent 
penalty is required to add to such taxes a pen- 
alty of 25 per cent and certify same to the 
Attorney General. 

July 10 

Upon filing the foreign corporation franchise tax 
report, the Arkansas Corporation Commission 
determines the proportion of the subscribed 






























capital stock of the corporation represented by 
its property and business in Arkansas on or 
before July Ist and reports same to Auditor of 
State who charges and certifies to Treasurer of 
State on or before July 10 for collection. 
July 15 
Upon the filing of the franchise tax report by 
domestic and foreign corporations without capi- 
tal stock the Arkansas Corporation Commission 
is required on or before July 10 to report to 
the Auditor of State who on or before July 15th 
charges and certifies to the Treasurer of the 
State for collection the required franchise tax. 
Monthly sales tax report and remittance due. 
The Arkansas Corporation Commission, on or 
before July 15th of each year, is required to 
notify by mail each corporation of the amount 
of franchise tax due by it. 
Third Monday 
The second installment of %4 of the total amount 
of property taxes is due and payable from the 
— Monday of April to the third Monday of 
uly. 
July 31 
Every person in making his property assessment 
shall list all farm crops owned by him on the 
preceding July 31st, and according to its value 
of that date, instead of January Ist. 











CALIFORNIA 
July 1 

Agricultural minerals and commercial fertilizer 
annual report, sales taxes, and quarterly reports 
of sales due. 

Beer and wine (manufacturers 
monthly tax due. 

Cattle transporters’ quarterly license fees due. 

Cleaners’ and dyers’ license fees due. 

Contractors’ license fees due. 

Fish packers’ license fees due. 

Foreign cold storage meat dealers’ quarterly re- 
ports due. 

Fresh fish dealers’ license fees due. 

Fur-bearing mammals report and license fee due. 

Gasoline tax due; distributors required to make 
physical inventory. 

Hunting clubs’ license fees due. 

Last day for railroad steamship and express cor- 
porations to file certificate and pay fee of $250 
to superintendent of banks for business of re- 
ceiving and transmitting money to foreign 
countries. 

Motor vehicle registration fee reduced to 6/12 of 
annual rate. 

Outdoor advertising report due. 

Private detective’s license fee due. 

First Monday—— 

Board of Review for petroleum and natural gas 
severance taxes adjourns. 

County Board of Equalization for property taxes 
convenes. 

Petroleum and natural gas severance taxes due. 

July 5 

Fish packers’ monthly report due. 

July 10—— 

Alcoholic beverage monthly statement of sales by 
manufacturers and importers due. 

Cattle transporters: Monthly report due. 

Kelp monthly report and privilege tax due. 





and importers) 





Petroleum and natural gas companies’ monthly 
reports due. 
July 15 





Gasoline distributors’ returns due. 


Sales tax quarter-annual return and quarter-annual 


installment due. 








July 25 

Cold storage quarterly report due. 
July 30 

Fish canneries’ privilege tax due. 
July 31 





Imitation dairy products monthly report due. 
Slaughter house monthly report due. 


COLORADO 





July 
deputy state labor commissioner monthly. 


July 1 
Fiscal year commences, 
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Employment agencies must file a report with the 





Licenses of abstracters of titles expire on this date 
each year. 

Private hospitals must file a quarterly report on 
this day. 

If land is conveyed between this date and Janu- 
ary Ist the grantor shall pay the taxes for the 
year the conveyance is made. 

July 2 

Pharmacy license fee due on or before this date. 

July 10 

Class A private carriers must file a report and 
pay tax for preceding month, on or before this 

ate. 

Motor vehicle carriers must file a report and pay 
the tax for the preceding month, on or before 











‘this date. 
Liquor excise taxes for preceding month are due. 
July 15 


Coal mine owners: Report due on this date, and 
inspection tax must be paid not later than this 
date. 

July 20 

Class A private carriers notified of tax due, on or 
before this date. 

Motor vehicle carriers notified of tax due, on or 
before this date. 








July 25 
Coal mine owners royalty tax due on or before 
this date. 
Gasoline distributors statement to state oil in- 


spector due on or before this date. 

Gasoline tax due on or before this date. 

Report of motor fuel deliveries made during the 
preceding month required of all common carriers 
on or before this date. 


July. 
Last Day of July 


Second half of taxes levied against taxable prop- 
erty due. 








CONNECTICUT 





July 1 
hell-fish ground or franchise owners’ reports due. 

Returns for property taxes due in New Haven. 

Assessment date and lien date in city and town 
of Hartford and town of Wallingford. 

Property tax returns due in Greenwich and Water: 
bury. 

Small loans license fees due. 

Nurserymen’s registrations due. 

Bake shop license fees due. 

Bottled beverage license fees due. 

a fertilizer: Report for additional 
ue. 

Film storage license fees due. 

Oleomargarine license fees due. 

Gasoline tax due from distributors. 

July 10—— 

Theatre reports due. 

July 15 

Gasoline distributors’ reports due. 

Cable, car, express, telegraph and telephone 
poration, electric, gas, power and water 
poration taxes due. 

July 20 

Oyster vessel license fees due. 

July 25 

Interest attaches from July 15 on unpaid cable, 
car, express, telegraph and telephone corpora- 
tion, and electric, gas, power and water corpora- 
tion taxes. 


fees 





cor- 
cor- 








DELAWARE 
July 1 
State tax liens remain liens for 2 years from this 
date of the year in which the tax was imposed. 
Franchise taxes remaining unpaid begin to bear 
interest. 
Wilmington city and school taxes due and payable. 
Real estate dealers’ licenses are due. 
Gasoline filling station license due. 
Gross receipts tax on express companies due. 
Third quarterly installment of railroad tax due. 
Tax on telegraph companies due. 
Tax on telephone companies due. 
Monthly alcoholic beverage report due, 
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DISTRICT OF COLUMBIA 





uly 1 

Jey ngible and intangible property assessed as of 
this date. 

Personal property tax return due during this 
month, 

License taxes for certain classes of passenger 


vehicles for hire due. 


iy Tee 
Alcoholic beverage reports due. 


July 31 
Last day to file return of personal property. 
Monthly gasoline tax report and tax due. 





FLORIDA 





uly 1 
J Corporation report and franchise tax due. 
Second hand auto dealers’ license rates reduced. 
Reduction of motor vehicle registration fees. 
First Monday in July 
Board of C6y,;ty Commissioners convenes for re- 
vision of assessments and hearing of complaints. 
July 10—— 
Lime kiln reports and fees due. 
Gasoline inspection fees and reports due. 
July 15 
Gasoline sales and storage reports and taxes due. 
July 31 
Fresh water fish dealers’ reports due. 
—_ transportation company mileage tax reports 
due. 











GEORGIA 

dy 1— 

Native gold purchasers copy of register due. 

Statement of insurance agents due. 

Annual report by insurance companies due May 
Ist or within 60 days thereafter. 

Renewal fee due from architects. 

Motor carriers’ mileage tax due. 

July 3 
Malt extracts and malt products returns due. 
Soft drink syrups returns and taxes due. 

July 5 
Reports of dealers and distributors of oysters and 

shrimp due. 

July 10—— 

Soft drink syrups returns and taxes delinquent. 
July 15 
Carbonic acid gas reports and taxes delinquent. 
Taxes due from dairy manufacturing plants, dairy 

products, cream testers, etc. 




















July 20 

Gasoline reports and taxes due. 
July 30 

Monthly report of motor carriers due. 
July 31 


Last day for payment of renewal fee by architects. 
Annual nursery stock dealers’ and agents’ licenses 
expire. 


IDAHO 





July 1 
At the time of filing a certified copy of articles of 
incorporation, when filed on or between the 1st 
day of July and the 30th day of September, 
there is due, in addition to all other fees re- 
quired, the full amount of the annual license tax. 
Annual franchise (license) tax or fee due and 
payable the 1st day of July of each year to the 
Secretary of State. 

Personal property coming into Idaho between 
April 1st and July 1st is assessed at three-fourths 
of its full cash value. 

First Monday in July. 

County treasurer must, on or before this date in 
year succeeding that in which taxes were levied, 
enter all delinquent taxes (second half) and 
penalties in real property assessment roll, which 
entries are dated as of the 1st Monday of Janu- 
ary in year such taxes fall delinquent, and have 
force and effect of a sale to the tax collector 
(county treasurer) as grantee in trust for the 
county. 

July 10 

Monthly report of dealers in dairy products sub- 
stitutes due. 

Beer excise tax and report due. 

Second Monday in July 

Every railroad, electric current transmission line, 
telegraph and telephone company must file an- 
nual property tax return with State Auditor on 
or before this date. 

Every railroad, electric current transmission line, 
telegraph or telephone company must, on or 
before this date annually, furnish to the State 
Auditor certified copies of the annual reports of 
the board of directors to the stockholders, the 
annual reports to the Interstate Commerce 
Commission and to the railway commission of 
any state. 

County assessor must assess all personal property 
between the 2nd Monday in January and the 
2nd Monday in July. 

July 1-15 

Auto transportation companies file 
ment with and pay tax to the 
Law Enforcement bet 














uarterly state- 
epartment of 
ween these dates. 


STATE TAX CALENDAR 


| July 15 

Report and license tax of electric generating com- 
panies due. 

Gasoline dealers’ report and tax due. 

Sales tax and return due. 

Electric light and power companies’ 
kilowatt tax due. 

Third Monday in July—— 

The Board of County Commissioners of each 
county in Idaho must complete its business and 
adjourn as a Board of Equalization on or before 
this date. 

July 1-31 

Every corporation shall, during the month of July 
of each year and on or before the Ist day of 
September next thereafter, furnish an annual 
license tax statement to the Secretary of State 
and county recorder of each county in Idaho 


=— the articles of such corporation are 
filed. 





report and 





ILLINOIS 
July 1 

Annual license fee due from storage warehouses 
for personal property. 

Annual license fee of poultry dealers due. 

Annual franchise tax of all corporations due. 

Lien of franchise tax attaches. 

Renewal of certificates due from registered struc- 
tural engineers and chiropodists. 

Renewal of licenses due from persons engaged in 
the business of furnishing bail bonds, architects, 
and barbers. 

July 5 

Monthly report of faod held in storage due from 
cold storage warehouses. 

July 15 

Petroleum products inspection fees for May due. 

Retailers’ occupation (sales) tax reports and taxes 











ue. 

Alcoholic beverage tax return of manufacturers and 
importing distributors due between Ist and 15th 
of each month. 

July 20—— 

Last day for distributor of motor vehicle fuel to 
make monthly return and to pay tax. 

Last day for non-distributors to file monthly motor 
fuel report and to pay tax. 

Last day for registered brokers to make return of 
sales of motor fuel. 

July 30 

Last day for carriers to file monthly report of 
motor fuel delivered during previous month. 

July 31 

Last day to pay annual franchise taxes before 

same are delinquent. 








INDIANA 





July 1 ; 
Navigation company reports and taxes due. 
Application for inspection of nursery stock due. 
Employment agency reports due. 

License fee and report to Industrial Board due. 
Semi-monthly payment of excise taxes on malt 
products and alcoholic beverages due. 

First Monday in July—— 

Briefs in support of rehearings of public utility 
assessments due. 

July 10—— 

Petroleum oils inspection fees due. 

July 15 
Bank and trust company reports due. 
waaay return and payment of gross income tax 

ue. 
Semi-monthly payment of excise taxes on malt 
products and alcoholic beverages due. 
Imitation condensed milk tax due. 
Common carriers’ gasoline reports due. 

July 20 
Bank and trust company taxes and building and 

loan association reports and taxes due. 

July 25 
Gasoline dealers’ reports and taxes due. 

July 30—— : 

Annual report of domestic corporations due. 
Annual report of foreign corporations due. 
July 31 

Navigation company reports and taxes delinquent. 














- 








IOWA 
July 1 


Annual corporation report: Any corporation or- 
ganized under the laws of Iowa or under the 
laws of any other state, territory, or any foreign 
country, which has complied with the laws of 
Iowa relating to the organization of corpora- 
tions and secured a certificate of incorporation 
or permit to do business in this State, required, 
between the first day of July and the first day 
of Aygust of each year, to make an annual 
report and pay an annual fee of $1 to the Secre- 
tary of State. 

Tobacco license or mulct taxes are paid to the 
treasurer of the city or town or county wherein 
the business for which such tax is paid is lo- 
cated. Such taxes are due on or before the 
‘first day of July each year, for the year then 
beginning. 

| Annual report of stock transfers due. 
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July 
Milk dealers: License expires on this date after 
the date of issue. 
July 6—— 
Cold storage plants make quarterly return to De- 
partment of Agriculture on or before this date. 





July 
Second Monday in July. 
Electric transmission lines, express, freight line 
and equipment, railroad, telegraph and telephone 
companies: Property of such companies is as- 
sessed as of this date by State Board of Assess- 
ment and Review. 
July 20—— 

In all cases where the tobacco license or mulct tax 
has not been paid (on or before July Ist) the 
assessor of the city or town or township, as the 
case may be, is required, on or after the 20th 
day of July of each year, to return to the county 
auditor and the Treasurer of State a list of 
persons who have engaged in selling cigarettes 
or cigarette papers. The county auditor there- 
upon enters the mulct tax against the real estate 
whereon such business is carried on. 

July 31 

After the expiration of 30 days from the date when 
the tobacco license or mulct tax becomes due 
and payable, if not paid it is delinquent and col- 
lectible by the county treasurer in the same 











manner in which other delinquent taxes are 
collectible. 
KANSAS 
| July 1 


Corporations chartered admitted on or after this 
date not required to file franchise tax returns 
for such year. 

Second Wednesday in July 
State Tax Commission meets as board of equaliza- 

tion. 

July 10 
Cigarette retailers’ reports due. 
Oil inspection reports due. 

July 15 
Butter manufacturers’ tax due. 

Ice cream manufacturers’ tax due. 

Milk condenseries’ tax due. 

Motor carrier reports and fees due and lien at- 
taches. 

July 25 
Gasoline reports and taxes due. 

July 31 
Last day to present special grievance of express 

companies. 

















KENTUCKY 





July 1 
Chain store tax and report due. 

Building and loan association property tax due. 

All property taxes in cities of fourth class due. 

All license taxes levied by cities of the fourth 
class are due. 

On or before this date the assessors of cities of 
the second class give public notice that property 
tax returns are required. P 

Banks, trust companies and real estate title insur- 
ance companies file with the Tax Commission a 
report of transfer of intangibles on this date. 

Penalty of 10 per cent added where taxes in first 
class cities remain unpaid. 

| Assessment date for property in cities of the sixth 
class. 

Assessors of the cities of the sixth class make out 
a list of taxable property between July 1 and 
November 1. 

The value fixed and the amount of property as- 
sessed for State and county ad valorem taxes 
— be the value and amount fixed as of this 

ate. 

Bank deposits are taxable as of this date. 

Property is assessed for State and county taxes 
between July 1 and October 31. 

| Property in cities of the second class is assessed 

| as of this date. 

July 5 
Employment agency reports due. 

July 10 
Commercial agency license tax due. 

Monthly report of refineries due. 

Monthly excise tax report of blenders and rectifiers 
of distilled spirits and excise tax due. 

Monthly alcoholic beverage report of hotels, res- 
taurants and clubs due. 

Breweries and manufacturers of beer and wine file 
monthly report and pay barrel tax on this date. 

July 15 
Motor carrier operators’ reports due. 

Motor carrier mileage tax due. 

Monthly sales tax report showing total gross re- 
ceipts made during June and tax due. 

July 20—— 

Crude petroleum transporters’ monthly report due. 

Oil production tax due. 

July 21—— ; . 
Report of banks showing total amount of deposits 

as of July 1, taxable in the name of the depositor 














due. 
July 31—— 
Gasoline reports (except refinery reports) and 
taxes due. 
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july 1 LOUISIANA 
uly 


Businesses started after this date pay one-half of 
annual license fee, 








Business in Lake Charles and Shreveport pay 
one-half of annual city license fee started after 
this date. . 

y 5 

Wholesale fish dealer’s report due. 

July 10—— 


Auctioneers in New Orleans to pay duty. 
Malt extract tax report and tax due. 
Oyster severance tax report due. 
Shrimp severance tax report and tax due. 
Returns from shrimp freighters and ice boats due. 
Reports of imported gasoline due. 
Parish gasoline tax reports and tax due. 
Reports and tax on imported kerosene due. 
Reports of imported alcoholic beverages due. 
July 15 
Dairy products quarterly report and taxes due, but 
delinquent. 
Reports of gasoline and alcoholic beverages trans- 
ported by carriers due. 
July 20 
Gasoline tax report and tax due. 
Kerosene tax report and taxes due. 








Alcoholic beverage tax reports and taxes due. | 


July 30—— } 
Oyster severance tax due. | 
Severance tax reports of gross production and | 

taxes due. 
Severance tax reports by purchasers and dealers 
due. 
MAINE 
July 1 





Small loan agency monthly reports due. 
Chain store licensees’ renewal applications due. 
Gasoline tax due. 

July 8 : 
Lobster fishermen’s returns delinquent after this 

date. 

July 10—— 
Inspection fees for packing of food due. 
Sardine packing inspection fees due. 








July 15 
Gasoline tax sales report due. 
MARYLAND 
July 1—— 


Intangible personal property assessed by Appeal 
Tax Court of Baltimore City as of this date next 
preceding any tax year. 

Demand for hearing on assessment of property or 
any unit of tax value is granted unless filed 
before date of finality for taxable year in ques- 
tion or in Baltimore City before this date pre- 
ceding taxable year in question. 

Taxes in Baltimore City, on real estate or chattels 
real, on personal property, shares of stock and 
other property, subject to valuation by State 
Tax Commission are in arrears on this date 
next ensuing date of levy. 

July 5 

Last day to file monthly account of leaf tobacco 
sales on or through Baltimore market. 

Last day to file cold storage warehouse monthly 
report. 

July 10—— 

Last day to file monthly statement or declaration 
of insurance brokers, agents, or solicitors. 

Gross receipts (sales) tax returns and payments 
due. 

July 31 

Last day to file dealer’s report and pay tax on 
gasoline sold or used during next preceding cal- 
endar month. 


MASSACHUSETTS 








July 1 





Property taxes (first installment) due. } 


Mortgagees’ notice to collector due. 
a ~ ee fertilizer additional fees and statements 
ue. 
Insurance license fees due. 
Public halls license fees due. 
July 10 
Alcoholic beverage excise tax return and tax due. 
July 15 
Cold storage warehouse reports due. 
Motor fuel distributors’ returns and tax due. 


MICHIGAN 








July 1 

Annual franchise tax report due any time during 
July and August. 

July roll for city and/or school taxes collected 
separately. 

Canning and preserving license fee due. 

Clam and mussel license may be procured. 

Dairy products application for license, and license 
fee due. 

Last day to pay live stock remedies license fee. 

Last day for milk dealers to obtain license. 

Severance tax and reports due. 

Lien date for specific taxes upon public utilities. 

Specific taxes on public utilities delinquent. 

State fiscal year begins. 

Sales tax license must be renewed by this date | 
unless taxpayer reports on own fiscal year. 









| July 1 


THE TAX MAGAZINE 





First Monday in July. 


Capital stock tax on river improvement companies 
ue. 


Annual report of power and supply companies to 
Secretary of State due. 
July 5— 
Gasoline: 
July 10—— 
Fur dealers: Last day to make monthly report. 
Common and contract carriers’ monthly report due. 
July 15 aie 
Lien date for Detroit city taxes. 
Detroit property taxes due. 
Monthly sales tax and return due. 
July 20—— 
Gasoline: 
tax due. 
July 31 : : 
Annual capital stock report of railroad companies 
to Secretary of State due. 





Common carrier’s statement due. 





Wholesale distributor’s statement and 





MINNESOTA 





Statement of taxable moneys and credits due. 

On this date of each odd-numbered year foreign 
corporation reports are due. 

Unpaid drafts for iron severance taxes are deliv- 
ered to Attorney General for collection. 

Appeal from decision of the Tax Commission in 
regard to iron severance tax must be filed on 
or before this date. 

Common carriers file semi-annual list of ticket 
agents. 

Navigation companies file annual statement and 
pay tonnage tax. 

First Monday in Jul 

Borough boards o 





equalization meet on this day. 











Annual report of telegraph companies due on or 
before this date. 
July 5 
Cold storage warehouse reports due. 
July 10 a 
Live stock commission merchants’ statements due. 
July 15 


Gasoline tax and fees due. 
Oil inspection fees due. 


Interstate carriers truck mile tax and report due. 
Third Monday in 


Jul 

Borough boards a 
work on this day. 
County boards of equalization meet. 





equalization complete their 


MISSISSIPPI 
| July 1 


Oyster packers and canners file sworn statement 
on this date as to the number of barrels of 
oysters purchased and caught during the pre- 
ceding month. 

Oysters, sea food, etc.: 
is due on this date. 





Monthly inspection tax 


Admission (amusement) tax and report is due 
between the Ist and 10th of each month. 
Licenses for boats used to take or transport 


shrimp expire on this date. 

License for removal, sale and transportation of 
oysters, sea food, etc., expire on this date. 

First Monday in July 
The assessor completes the assessment of both real 

and personal property and files the roll or rolls 
with the clerk of the board of supervisors on or 
before this date. 

The State Tax Commission convenes on this date 
or as soon thereafter as practicable to hear and 
determine objections to assessments. 

The Tax Commissioner annually on the first Mon- 
day in July but not later than the first Monday 
in August determines the tax due against electric 
light and power, express, pipe line, railroad, 
sleeping car, telegraph and telephone companies. 

First Tuesday in July 
The State Board of Pharmacy meets at the capitol 

on this date for the purpose of examining ap- 
plicants for pharmacist’s license. 

July 5 
Wholesale oyster and sea food dealers file monthly 

report on this date. 

July 10 
Every dealer in motor vehicles shall file a monthly 

report with the tax collector on this date. 

Admission (amusement) tax and report is due be- 
tween the 1st and 10th of each month. 

Motor vehicle monthly mileage tax reports are 
due on or before this date. 

July 15 
Franchise tax return due on or before this date. 
Franchise tax payable on or before this date. 
Retail dealers in gasoline file monthly report on 

this date. 

Monthly gross sales tax and report due on this 




















date. 

Distributors and wholesale dealers of gasoline file 
monthly report and pay monthly tax on this | 
date. 


Common carriers must file monthly report on this | 


date, of gasoline and oil delivered by them. 








| 
| 
| 
| 
| 
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MISSOURI 


Commission merchants license tax due. 


July 1 





Small loans: License expires. 

Corporations which register within 30 days from 
this date pay a $5 registration fee. 

Annual report to Secretary of State due on or 
before this date. 

First Monday in July 

Manufacturers in St. Louis commencing business 
after the first Monday of July required to file 
bond for statement and tax due the following 
June. 

Merchants in St. Louis commencing business after 
the first Monday of July required to file bond 
for statement and tax due before the first Mon. 
day of the following July. 

Statements of St. Louis merchants and manufac. 
turers delinquent. 

Merchants’ and manufacturers’ aj valorem license 
taxes due on or before this dat: 

Merchants’ and manufacturers’ 4 yalorem taxes 
in St. Louis delinquent. 

Second Monday in July. 

St. Louis 














_merchants’ and manufacturers’ boards 
of equalization meet to hear complaints. 
July 15 7 : 
Commercial feeding-stuffs statement due. 
Gasoline: Statement of distributors and dealers 
due. 
July 25- 
Gasoline: Tax due. ; 
Distributor’s and dealer’s report of gasoline re 


ceived due. 
Transporter’s statement due. 
July 30 
Mining statement and inspection fee due. 
July 31 
Soft drink report due . 
Manufacturers, wholesalers and dealers tax due. 


MONTANA 








July 1—- 

Taxidermists’ reports are due. 

Dealers in car lots of farm produce pay license 
fees to the State Treasurer annually on or before 
this date. 

Oleomargarine dealers’ license fees are due. 

Warehousemen, grain dealers, track buyers and 
brokers pay license fee to the State Treasurer 
on or before this date annually. 

Agricultural seed warehousemen pay license fees 
to the State Treasurer annually on or before 
this date. 

July 1-15 

Motor carrier shall at the time of the issuance of a 
certificate and annually thereafter, on or before 
these dates pay the motor carriers’ tax to the 
Board of Railroad Commissioners. 

July 2 

Pharmacists’ license renewal fees are due. 

July 10 

Creameries, butter, cheese, or ice cream factories’ 
reports are due. 

Milk or cream buying stations, reports due. 

July 15 

Railroads and common carriers file monthly report 
on or before this date with State Treasurer and 
State Board of Equalization of gasoline deliv- 
ered in state. 

Dealers’ monthly gasoline tax and report due to 
State Board of Equalization on or before this 
date. 

Annual report of motor carriers is due. 

Alcoholic beverage, brewers’ and 
monthly reports and excise tax due. 

July 20 

Oil producers’ additional license tax report and 
tax due. 

Third Monday in July 

Board of county commissioners (county board of 
equalization) meets on this date to examine 
assessment-book and equalize the assessment of 
property in county. Session continues no later 
than 2nd Monday in August. 

Railroads, dissatisfied with assessment by State 
Board of Equalization may at the meeting of 
the Board, between 3rd Monday in July and 
2nd Monday in August, apply to Board to have 
the assessment corrected. 

Net proceeds of mines and all property required 
by law to be assessed by the State Board of 
Equalization must be assessed on or before this 
date each year. Provision applies to railroads, 
telegraph, telephone, electric power, canal, ditch, 
flume, mining and oil companies. 

Fourth Monday in July—— 

State Board of Equalization meets on this date 
each year and continues in session until 2nd 
Monday in August to assess franchise and other 
property of railroads operated in more than one 
county. 

July 30 

Oil producers deliver quarterly license tax report 
to State Board of Equalization on or before this 
date. : 

Last day to pay oil producers’ license tax, first 
installment. 
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Coal mine operators’ and dealers’ quarterly license 
tax and report due to State Treasurer on or 
before this date. 

Carbon black producers’ semi-annual license tax 
and report due to State Treasurer on or before 
this date. 

Cement dealers, manufacturers and importers must 
file quarterly license report with and pay quar- 
terly license tax to State Treasurer on or before 
this date. 





Reports due from public warehousemen. 


NEBRASKA 


Domestic corporation franchise taxes and reports 
due. 

Licenses for public grain warehouses expire on 
this date annually. 

Fee for permit to slaughter branded livestock is 
due on this date. 

First day to file foreign corporation franchise tax 
reports and pay fee. 

Second installment of personal property taxes be- 
comes delinquent on this date. 

Second installment of personal property taxes in 
the City of Omaha becomes delinquent on this 


date. 

Personal property brought into the State after 
April 1st and before July Ist is subject to 
assessment, 


Quarterly reports from game and fur farms due. 

Licenses of dairy product manufacturers expire. 

Licenses of imitation butter and cheese manufac- 
turers and dealers expire. 

First day to file gross earnings report of express 
companies. 

First Monday in July 
State Board of Equalization and assessment meets. 











July 5 
Reports of public grain warehouses due. 
July 6 | 
Quarterly reports of cold storage warehouses due. 
July 10 





Employment agencies’ reports due. | 

Railroad monthly reports of passes due. 

A statement of all alcoholic beverages purchased | 
during the preceding month must be filed on or 
before this date. 

Brewers, wholesalers and distributors must report 
all beverages sold during the preceding month, 
on or before this date. 

July 15 

Reports and taxes of retail imitation butter dealers 
due. 

Gasoline dealers’ reports and taxes due. 

lhe tax per barrel on alcoholic beverages must be 
paid on or before this date. 

Third Monday—— | 

State Board of Equalization convenes to review | 
the several assessments of the assessors. 

Gasoline carriers’ reports due. 

July 31 

Penalty accrues on unpaid franchise taxes of do- 
mestic corporations. 

Last day to file foreign corporation franchise tax 
reports and pay fee. 











NEVADA 
July 1 . 
sie semiannual report for net proceeds of mines 
due. 


Quarter for certain licenses begins. 

Collection agencies license due. 

Petroleum products report and fees due. 

Annual list of officers, directors, and designation | 
of resident agent due, and $5 filing fee. 

First Monday in July 

Ten days later: Affidavits of tolls 
bridges due. 

Public utilities tax due. 





for roads and 











Second Monday in July—— | 
Last day for filing statement of property with | 
assessor. 
July 15 
Gasoline tax report and taxes due. 
Third Monday in July—— | 
lax list to be completed and distributed. | 
Fourth Monday in July | 
County board of equalization begins sitting. | 
Patented mines: Tomever may present affidavit 


of $100 labor done to county board of equaliza- 
tion and have property stricken from tax roll. 
July 31 
Mining companies: Last day to file second semi- 
annual statement of net proceeds of mines with 
Tax Commission. 





NEW HAMPSHIRE 


iy i. 
Statement of railroads, telephone, telegraph, and 
express companies shall be filed with the Tax | 


Commission. 
Gas and electric utility companies shall file annual 
statement with the Tax Commission. 
Delivery of assessment list to collector due. 
Annual inspection certificate expires. 
Gasoline distributor’s monthly tax due. 





July 15 
July 


July 1 


First Monday in July 


July 5 
July 10 


July 31 


~~ = 
econd installment of income tax due. 
July 20 


July 25 


July 1 


| July 5 
| july 10 


STATE TAX CALENDAR 


July 10—— 


Monthly report of agents of unlicensed fire insur- 
ance companies due. 
Monthly report of manufacturers and wholesalers 


of beverages due. f 
Monthly report of foreign manufacturers and 
wholesalers of beverages due. 


Monthly beverage report and fee of on-sale and 
off-sale permittees due. 





Monthly report of gasoline distributors due. 
seal 
Quarterly report due. 


NEW JERSEY 





On or before this date distributors pay 
tax. 

Any municipal lien on realty remaining in arrears 
on this date shall be enforced by sale of the 
property. 

Bottlers of soft drinks must renew license. 

Dealers in commercial feeding stuffs must file 
statement and pay inspection fee. 

Commission merchants must renew license. 
Permit for importing, distributing, manufacturing 
or shipping dairy products must be renewed. 

Licenses of milk dealers expire. 

Auctioneers of real estate or any 
must renew license on this date. 

Real estate brokers and salesmen 
license. 

Alcoholic beverage licenses must be renewed. 

If application for motor vehicle registration be 
made after this date, one-half fee rate applies. 


gasoline 


interest therein 


must renew 





State Tax Commissioner conducts hearing for all 
persons interested with respect to the valuation 
and assessment of railroad or canal property. 





Cold storage warehouses file report. 





Operators of interstate busses file monthly state- 
ment on or before this date. 


Operators of motor busses within the limits of a 


“municipality,” file a statement and pay the 
gross receipts tax on or before this date. 
Manufacturers, distributors, transporters, storers, 


warehousemen and importers of alcoholic bev- 
erages reports due. 





Distributors of motor vehicle fuel file monthly re- 
ports on or before this (last business day of 
month) date. 

Transporters of gasoline must, 
after the close of each month, furnish a state- 
ment, to the State Tax Commissioner, of ‘all 
deliveries to points in New Jersey. 


within 60 days 


NEW MEXICO 


All alcoholic beverage licenses expire on this date. 


Retail merchants whose gross annual sales exceed | 


$100,000 must file a return and pay any addi- 
— tax due on this date annually. 





Gross income (occupational) 


taxes and reports 
due. 





Pipe line license fees due. 
Motor carrier reports and taxes due. 





Gasoline distributors’, retail dealers’ taxes and re- 
ports due, taxes and reports on gasoline pur- 
chased from unlicensed distributors and dealers 
due, carriers’ reports due. 


NEW YORK 





Merged or consolidated corporations required to 
report July 1 or 30 days after such merger or 
consolidation. 

Income (franchise) tax return due on or before 
this date or within 30 days after the making of 
its report of entire net income to United States 
treasury. 

Real property assessed for local and state taxation 
except where local statute directs otherwise. 

Second half of real estate taxes in Nassau County 
due. 

Farm Produce: 
this date. 

Motor vehicle, including motor bicycle registration 
fees, prorated if registration occurs on or after 
this date. 

Annual statement of advances under corporate 
trust mortgages required to be filed within 30 
days after this date. 


License tax payable on or before 





Cold storage warehouse monthly reports due. 





Last day to file monthly report and pay tax under 
the New York City Public Utility Excise Tax. 
July 15 
Last day for paying village property taxes. 
Third Tuesday in July 
Board of Assessors of each town in Suffolk County 































































































































NORTH CAROLINA 





July 1 

Corporation franchise tax reports due. 

Three per cent discount period on property taxes 
expires. 

Quarterly reports of installment paper dealers due. 

First Monday in July 

The Board of Equalization and Review shall com- 
plete their duties on or before this date. 

State Board of Assessment hears complaints as 
to railroad assessments. 

Report and additional sales tax on oils 
products due. 

July 10 

Monthly reports’ of packing houses due. 

Reports of office and home equipment dealers due. 

Ice cream manufacturers’ reports due. 

Alcoholic beverage excise tax is due on or before 
the 10th day of each month. 

Gross sales return and tax due on or before this 
date where sales are reported on a monthly basis. 

July 15 

Gasoline tax refund application for preceding quar- 
ter due. 

Quarterly gross sales tax return is due on or before 
this date where the fiscal year ends Dec. 31. 
July 20 
Gasoline tax and report due. 
July 31 
Telephone company quarterly reports and privilege 

taxes due 30 days after July Ist. 
Semi-annual report of lightning rod dealers due. 





and oil 














NORTH DAKOTA 





July 1 

— corporation reports of capital stock, etc., 
ue. 

Railroad and telephone company reports due. 

Annual reports of stencils and brands due. 

Cream station annual reports due. 

Oil inspection reports and fees due. 

Cigarette permit fees due. 

Applications for gasoline tax refunds may be filed. 

Motor vehicle registration fees reduced 50 per cent. 

Annual report of corporate existence due during 

uly. 

Tine fuel oil report and fee due. 

First Tuesday in July 

County boards of equalization meet. 

July 6 

Cold storage warehouse reports due. 

July 10 

Oil inspection fees delinquent. 

Grain warehouse reports delinquent. 

Tractor fuel oil fees delinquent. 

July 15 

Gasoline reports and taxes due. 

Interstate motor carriers mileage report and taxes 

} due. 

| July 20 

| Surety liable on oil dealers’ 

Sales tax and return due. 

July 31 

Annual report of stencils and brands delinquent. 

Cream station annual reports delinquent. 

Cream station and dairy monthly reports due. 

Grain warehouse reports due. 

















bonds. 





OHIO 
July 1 
Last day for banks, railroads, steamship and ex- 
press corporations engaged in business of trans- 
mitting money to foreign countries to file 

certificate with superintendent of banks. 
Rate on new registration of commercial cars re- 
duced to 50 per cent of annual rate, holding on 

| any such car registered prior to Oct. 











| July 5 
Last day for employment agencies to file monthly 
report. 
July 6 : 
Last day for cold storage warehouse corporations 


to file report. 
First Monday in July 
Assessment date for equipment, freight line, and 
sleeping car corporations, for excise tax. 
Assessment date for property tax on express, 
graph, and telephone corporations. 
July 10 
Sales slips for exempt motor vehicle fuel return- 
able to Tax Commission. 
Alcoholic beverage tax reports due. 
Private motor carriers’ monthly report and emer- 
gency tax due. 
Admissions tax reports and payments due. 
Second Monday in July 
Value of property of express companies appor- 
tioned by Tax Commission among counties. 
Day on which Tax Commission certifies to county 
auditor amount of property tax on all utilities, 
except equipment, freight line, sleeping car cor- 
porations and motor transportation corporations, 
apportioned to his county and taxing districts 
| therein. 
| July 15 
Last day to file application with 





tele- 











Tax Commission 





meets to hear complaints. 


for review of assessment of capital stock where 














350 


tax statements were mailed by June 15. If 
statement mailed after June 15, application must 
be filed within 30 days from receipt of statement. 

Last day, without penalty, to pay franchise tax, 
if treasurer of state mailed tax statements by 
June 15, but no penalty until after 30 days 
from such mailing. 

Franchise tax becomes a lien on all property. 

Monthly report of unregistered dealers in motor 
vehicle fuel due. 

July 20 

Where first half of real property and public utility 
real and tangible personal property tax assessed 
previous year was paid on time, this is the last 
day for payment of second half, where time has 
been extended. 

Intangible personal property taxes of financial in- 





stitutions, dealers in intangibles, intercounty 
corporations, railroad companies, suburban and 
interurban railroad companies, telegraph and 
telephone companies, express companies and 
other public utilities on the Auditor of State’s 
list due. 


Alcoholic beverage taxes payable monthly are due. | 


Last day without penalty for dealers to report 
sales or taxable use of motor vehicle fuel during 
preceding calendar month, 

July 30 

Transportation companies, including pipe lines 
report all deliveries of motor vehicle fuel in Ohio 
during preceding calendar month. 

July 31 

Last day to file monthly fishing report. 

Gasofine tax for preceding calendar month due. 








OKLAHOMA 
July 1—— 
First day for foreign corporations 
affidavit of capital stock. 
Hotels, restaurants, etc., license fees due. 
Food and drug manufacturers registration fees due. 
Sales tax terminates. 
Gross production tax and report on oil and gas due. 
Excise tax on petroleum report and tax due. 
July 5 
Reports from mines (other than coal) due. 
July 10 
Report of manufacturers of non-intoxicating alco- 
holic beverages due. 


to file annual 








Report and tax of wholesalers of non-intoxicating | 


alcoholic beverages due. 

July 15 
Gasoline tax and reports due. 

Gas pipe line reports of daily meter readings due. 
Mileage report and tax of motor vehicle carriers 
due. 

July 20 
Monthly sales tax and report due. 
Reports from coal mines due. 

July 30 
Cotton manufactories 

return and tax due. 
Quarterly report of purchasers of oil and gas due. 
Gross production of tax and report on asphalt and 
ores due. 

July 31 

Mortgagors’ 











gross production quarterly 





standing on mortgages due on or before this 
date. 
Fur dealers’ reports due. 
OREGON 
July 1—— 


Annual franchise (license) tax report of domestic 
and foreign corporations is due during the month 
of June, and on or before the Ist day of July 
each year. 

Any mining or oil corporation whose annual out- 
put or products shall not exceed in value $1,000, 
shall, if the annual mining statement is filed on 
or before July 1, be exempt from payment of 
annual license fee as now provided but in lieu 
thereof shall pay annual license fee of $10. 

County board of equalization adjourns on or be- 
fore this date after subsequent meeting to correct 
errors, and on this date first half of property 
taxes equalized at subsequent meeting of board 
shall be due and payable. 

Electric co-panies apply for a license to conduct 
busingss of installing electric equipment on or 
before this date each year. 

Fiscal year period covered by 
begins July Ist. 

Last day for domestic mining and oil corporations 
to file annual franchise (license) tax report when 
such corporations seek to pay only minimum $10 
license fee. 

Motor vehicle dealers’ licenses 
day of July of each year. 

Plumbers file application and pay onan gae gn fee 


annual license fee 


run from the 





on or before this date to commissioner of labor 
and inspector of factories and workshops. 
Public or terminal warehouse licenses expire on 
this date. 
July 10 
Oil well license tax and report due on or before 


this date to county treasurer. 


statements of principal amount out- 


Ist | 





THE TAX MAGAZINE 





| July 15 

Fish poundage fee and report and meat dealers’ 
report due on or before this date. 

Gasoline tax and report due to Secretary of State 
on or before this date. 

On or before July 15 each year the Corporation 
Commissioner shall file with the State Treas- 
urer a statement, showing the amount of license 
fee due from the different corporations. Within 

30 days thereafter every domestic corporation 

| shall pay or cause to be paid the license fee. 

July 20 
Motor carrier’s tax due on or before this date. 

July 21 
Last day for corporations to file annual franchise 

(license) tax report with Corporation Commis- 
sioner without penalty. 

July 31 
All certificates of cosmetic therapy schools expire 

on this date each year. 











PENNSYLVANIA 





July 1 

Last day for payment of mercantile license tax in 

Philadelphia. 
One per cent per month penalty attaches to third 
class city taxes unpaid. 
Pharmacies: All licenses expire. Application for 
license and payment of fee required. 
Tax bills issued in first class cities. 
| Third class city taxes delinquent. 
Third geattes of second class city taxes due dur- 
ing July. 

First Monday in July 
| yu —— third and fourth class school taxes due. 
| W arehouses (cold storage) : 

July 10 

Reports from liquor importers and brewers 
distributors due. 











Quarterly report due. 





and 








July 15 
Liquor manufacturers’ report and tax due. 
| July 30 
|” First class township taxes delinquent 60 days after 
notice. 
| Discount on borough taxes terminates 60 days 
after date of notice. 


| July 31—— 
| Discount on second class school taxes terminates. 
Gasoline distributors’ reports and taxes and car- 
riers’ reports due. 
| Last day for payment of mercantile tax except in 
cities of the first class. 


RHODE ISLAND 





July 1 
| Corporate excess tax due. 
Annual franchise tax on domestic corporations due. 
Gross earnings tax on public utilities is due. 
| July 10 
| Gasoline distributor’s monthly tax due. 
July 15 
| Corporate excess tax delinquent. 
Annual franchise tax on domestic corporations de- 
linquent. 
Last day under extension of time to file account. 
Gasoline distributors’ monthly reports due. 
Interest charged on delinquent tax assessed against 
public utilities. 
| July 31 
Application for issuance of an execution is made 
to collect delinquent tax on public utilities. 











SOUTH CAROLINA 





| July 1 


| annually in advance on or before January Ist | 
and this date. j 
Alcoholic beverage permittees commencing busi- 


ness between July 1 and September 30 need only 
pay ™% permit fee. 
July 1-10 
Admissions to amusements 
due between these dates. 
Power tax and report of public utilities due be- 
tween these dates. 
July 4—— 
Fisheries monthly stamp report due not later than 
this date. 
July 5 





return and stamp 





the end of each calendar month. 
Oyster or clam shuckers stamp report must be 
} mailed on or before the 5th day of each suc- 
ceeding month 
| Sturgeon, caviar or shad dealers file a report 


within 5 days of the end of each month. 
Tobacco warehousemen required to file statement 
on or before the 5th day of each month. 
| July 20 
Gasoline tax and report of dealers, 





distributors. 





importers and storers due on or before this date. 
| 
| 
SOUTH DAKOTA 
July 1—— : d 
Property taxes delinquent in case tax books of 
county are destroyed. 


Warehouse reports due, 





Motor bus and truck line fees may be paid semi- | 


tax | 


Fishing license tax report is due within 5 days of | 













































































































































June, 1935 Jun 
Cigarette dealers’ licenses renewable. 31— 
— restaurant and rooming house license fees the or 
ue. 
Malt extract and malt syrup registration fees due.|y, pe - 
Motor vehicle registration fees reduced to one- half. | pane 
Motor carrier permits renewable. pa) 
Railroad reports of elevators, warehouses and coal- 
sheds on rights of way. 
Hearings on express company assessments prior hy i 
to_this~date. Gasolin 
First Tuesday in July ly 5— 
; County Boards of Equalization meet. a 
uly 5 
Director of Taxation assesses light, power, heating, Month 
water and gas companies and telephone com. _ beve 
panies. Carrier 
July 7 Motor 
Director of Taxation assesses railroad companies, PY 15— 
Second Monday in July Month 
Director of Taxation assesses sleeping car com- Sales t 
panies and telegraph companies. ly 20— 
July 10—— Month 
Employment agency reports due. 
Motor carrier reports and taxes due. 
July 13 ly 1— 
Director of Taxation assesses private car lines. |Licens 
July 15 Quart 
ou remedy inspection and registration fees + mg 
ue. ve 
Inspector of petroleum products may requirefly 5— 
report. Quart 
Gasoline reports and taxes due. ly 15- 
Where gross income tax exceeds $10 per month:}Corpo 
Tax, tax report and estimate due. terl: 
Gross income tax on bulk sales, and report, due. 1S] 
July 30—— befc 
Where gross income tax does not exceed $10 perpily 31. 
month: Tax, tax report and estimate due. Licen 
July 31 
Gross income tax on bulk sales, and report, due. 
fe 2 
| Comn 
TENNESSEE Perm 
July 1—— rab 
Excise (income) tax is payable on or before this} Whea 
date to the Department of Finance and Taxa-] Moto 
tion, due 
Franchise tax report of both domestic and foreign hily 1-] 
corporations filed on or before July 1 annually | Oyst 
in office of Secretary of State. Medi 
July 1-31 duc 








Semi-annual business license tax on domestic_and ily 1- 
foreign insurance companies is payable in July.} Fish 
July 5 














ma 
Quarterly report of oils and volatile substances due july 10 
on or before this date. Toba 
July 15 Beer 
Last day on which to file quarterly report of oils pre 
and volatile substances. ont is filed with the 


Comptroller of the Treasury. 
Insurance brokers’ semi-annual reports due on or 
before this date. 
July 30—— 
Last day on which to pay annual excise (income) 





tax. Penalty accrues for failure to pay later 
than this date. : 
ti 
r‘ 
TEXAS W 
july 1 7 aa 1! 
Express companies’ public utility report and tax 
de. nee d 
| Car companies’ public utility report and tax due. ti 
Cigarette tax: Wholesale dealer’s report of drop “. 
shipments due. ; " 
Freight car companies’ public utility report and Q 
tax due. ‘ , se t 
Terminal companies’ public utility report and tax 
due. 
Telegraph companies’ public utility report and tax O 
due. 
Telephone companies’ public utility report and tax 
due. 
Gas, light, power and water companies’ public ( 


utility report and tax due. = ; is P 
Right to do business in state forfeited for failure 
to pay franchise tax. 











| Last day to pay overdue franchise tax and penalty. ( 
Sulphur production report and tax due. 1 
Timber brands report due. 
| Report and tax of textbook publishers due. . 
Fire or fire and marine insurance agents, first day ¢ 
to file report. 1 
Report of emigrant agents due. 1 
| Report and tax of commercial agencies due. : 
July 15 i 
Cigarette tax: Wholesale dealer’s report of drop : 
shipments due. | 
| July 20 
Gasoline taxes and reports due. 
July 25 








Natural gas production and tax report due. 


| Monthly report and tax of cement distributors 

| due. | 
| Oil production reports and taxes due. 

| July 30— he 

| Oil production report: Oil withdrawn from stor- 





} age due. 
| Oil carriers’ report due. 





35 | June, 1935 








’ ly 31 

nse fees Fire or fire and marine insurance agents, last day 
Ries | to file report. ; f 

ces due.|T ast day for express companies to file report and 
one-hali.| pay tax to avoid penalties. 

and coal- 


UTAH 





ats priorfly I> ee a ee 
Prlorlasoline distributor’s and retailer’s license fee due. 








ly 5 
Monthly report of cold storage warehouses due. 
ly 10 
heati: Monthly report and tax of dealers in alcoholic | 
_z. zs ] | 
me. com, beverages due. 


Carrier’s report of motor fuel deliveries due. 
Motor carriers’ special tax report due. 

ly 15 
Monthly gasoline tax and report due. 
Sales tax and return due. 





panies, 








car com- 
ly 20 3 : | 
Monthly fees of motor carriers due. 
| VERMONT 
ly 1 


Licenses to sell oleomargarine expire. 

Quarterly reports of creameries, cheese factories, 
condensaries and receiving stations due within 
five days from this date. 

requirefly 5 | 

Quarter-annual local property tax instalment due. | 

ly 15 

Corporation income (franchise) tax: Second quar- | 
terly instalment of tax based on calendar year | 

rt, due. is payable to Commissioner of Taxes on or 

before this date. 

1 $10 perfily 31—— | 


r lines. 


ition fees 











r month: 








| July 1 


| 
| 


jue. License fee of peddlers for last half of year due. 
rt, due. VIRGINIA 
ly 1 
Commercial feeding stuffs registration to be made. 
Permit period for fish and game breeders, fox and 
' ; rabbit breeders, and fur dealers begins. 
efore this] Wheat and corn millers’ inspection fee due. | 
nd Taxa-]| Motor vehicle carriers’ road tax and appraisal tax 


due. 
d foreign hily 1- July 10 
annually | Oy ster purchaser’s inspection fee due. 
Medicine, salve, liniments, etc., vendors’ 
due. 
estic and, uly 1-July 15 
» in July.| Fish buyer’s and oyster packer’s report to be 
made between these dates each year. ° 
ances due aly 10 


Tobacco warehouse report due. 





reports 











July 20 




































































STATE TAX CALENDAR 351 


Beverage of not moré than 3.2 per cent alcoholic 
content excise tax and report of beverages sold 
during previous month due on or before this 
date. 

Fur dealer’s reports due. 


Second installment of public utilities’ privilege tax 
on calendar year basis due. 
04 dealers’ annual report due. 


July 

The board of review meets on or before this date. 
July 10—— 
Petroleum dealers’ reports due. 








Gasoline statement and tax due. 








Brewers’ and beer distributors’ monthly report 
and excise tax due. 
WASHINGTON July 15 
July 1 Retail sales tax and return due. 
Annual license fees of all corporations due. July 30—— 


Annual license tax reports and taxes of foreign 
corporations due. 
Fish hatchery reports due. 
Fur dealers’ reports due quarterly. 
Game farm reports due. 
Nursery stock descriptive invoices due. 
Agricultural seeds license fees due. 
Dairy plants and factories license fees due, 
Electricians’ license fees due. 
Nursery stock license fees due. | 
Public warehouse license fees due. 
Auto transportation company reports and fees to 
Director of Public Works due July 1-15. 
First Monday in July 
County boards of equalization meet. 
July 15 
Warehouse reports of business to Director of Agri- | July 5 
culture due. Monthly report of cold storage warehouses due. 
Butter substitutes reports and taxes due. July 10 
Gasoline reports and taxes due. Alcoholic beverages monthly reports due. 
Gross income (occupation) tax and return due. Oleomargarine license tax report due. 
Auto transportation company reports and fees to | July 15 
Director of Public Works due July 1-15. Motor truck, tractor truck, trailer or 
July 31 registration delinquent. 
Fish quarterly reports and license fees due. — carrier flat or mileage tax quarterly reports 
Motor vehicle operators’ licenses expire on July due. 
31st of each off numbered year. | 


Gasoline tax and reports due. . 
Second quarterly report and payment of business 
and occupation tax due. 


WISCONSIN 
July 1 
Motor carrier quarterly flat tax due. 
Liquor licenses expire. 
Employment agency reports and license fees due 
within first ten days of July. 
Certificate of authority issued to companies selling 
motor club service expires. 
Ice cream manufacturers’ license expires. 
Cigarette license fee due. 
First Monday in July 
In cities the local Board of Review meets. 























semi-trailer 





Jul 
Saas dealers must file monthly return and pay 
tax. 
Third Monday in July: 
All objections to amount of valuation in Ist class 
cities must be made in writing by this date. 
July 30—— 
Transportation company 


WEST VIRGINIA 








Franchise tax and reports of domestic corporations 
due. 
Amusement devices, auctioneers, private bankers, 


gasoline tax reports due. 
brokers or real estate agents, collection agencies, 








non-resident fur buyers, hotels, junk dealers, WYOMING 

labor agencies, patent medicines, pawnbrokers, | July 1 

pool rooms, restaurants, salesmen, slot machines, Franchise (annual license) tax and report due. 
soft drinks, stamps, taxicab stands, theatrical July 10—— 

exhibitions, etc., tobacco dealers, vessels, weap- Alcoholic beverage tax and monthly report due. 
ons, creameries, shipping stations, milk fac- Carriers monthly gasoline tax and report due. 

tories, cheese factories, ice cream factories, | July 15 

condensaries, commercial feedstuffs, nursery Monthly gasoline tax and report due. 


stock and nurserymen required to renew licenses.. Sales tax return and tax due. 
| July 20 


Motor carrier compensatory tax and report due 














; Beer excise tax and report of beer sold during Gasoline dealers’ license tax due. 
. - a previous month due on or before this date. Annual fee to state auditor due. 
with 1€ . i Sa eee mals Se 4 
lue on or 
Rulings of the Bureau of Internal Revenue 
(income) 
pay later _ Accumulation of Surplus to Evade Surtaxes Under Sec- 
tion 104 of the 1932 Act.—Where at the time of filing their 
returns the shareholders of a corporation which comes 
within the provisions of Section 104 of the Revenue Act of 
and tax} 1932, relating to accumulation of surplus to evade surtaxes, 
did not include in their gross incomes their entire distribu- 
Lis = tive shares of the corporation’s net income in accordance 
a ce with the provisions of Section 104(d) of the Revenue Act 
sport and of 1932, amended returns will not avoid imposition of the 


t and tax 
t and tax 
‘t and tax 
ss’ public 
or failure 


d penalty. 


1e. 
, first day 
lue. 
‘tt of drop 
lue. 


istributors 


from stor- 


tax provided by that section.—I. T. 2881, XI V-14-7413 (p. 5). 


Annuities: Taxation of Under 1934 Act.—Section 22(b)2 
of the Revenue Act of 1934 permits the annuitant to recover 
tax-free the aggregate premiums or consideration paid for 
the annuity but requires him to include in his annual return 
of income a portion of the annual payments in an amount 
equal to 3 per centum of such original cost of the annuity. 
The aggregate premiums or consideration paid, in the case 
of an annuity purchased prior to 1934, upon which such 3 
per cent return is to be made is the original consideration 
or premiums paid, not the net worth of the annuity to the 
annuitant as of the year 1934. In the case of an annuity 
which is payable in two or more installments over each 
12-month period, such portion of each installment shall be 
included in gross income as is equal to 3 per cent of the 
aggregate premiums or consideration paid for such annuity 
(whether or not paid during the taxable year), divided by 
the number of installments so payable. 

Old-age pensions, granted without consideration moving 
to the grantor other than past services, are not to be re- 
garded as annuities within the meaning of the annuity pro- 
visions of the Revenue Act of 1934. Such pensions should 
be treated as compensation for past services and the entire 
amount thereof included in gross income.—G. C. M. 14593, 
XIV-16-7437 (p. 2). 


Community Property.—The decision of the Circuit Court 
of Appeals in Helvering v. Hickman, (70 Fed. (2d) 985, Ct. 
D. 866, I. R. B. XITI-38, 18), holding that under California 
law compensation received by the wife in 1923 should not 
be treated as community income and taxed to the husband 
where there was an agreement that the wife’s earnings 
should be her separate ——, is not to be considered as 
revoking G. C. M. 9938 (C. B. X-2, 115) and G. C. M. 9953 
(C. B. XI-1, 13).—G. C. M. 14198, XIV-13-7399 (p. 9). 


Compensation Paid Other Than in Cash.—Allowances 
for living quarters, heat, and light received by officers in 
the Foreign Commerce Service of the Bureau of Foreign 
and Domestic Commerce do not constitute additional com- 
pensation for Federal income tax purposes. 

G. C. M. 13442 (I. R. B. XITI-35, 3) is revoked.—G. C. M. 
14710, XI V-17-7450 (p. 2). 


Deduction of Taxes at Source.—Dividends paid by a for- 
eign corporation are liable to the deduction of income tax 
at the source (a) if 50 per cent or more of the gross income 
of such foreign payor corporation for the three-year period 
ending with the close of its taxable year preceding the 
declaration of such dividends (or for such part of such 
period as the corporation has been in existence) was derived 
from sources within the United States as determined under 
the provisions of Section 119 of the Revenue Act of 1934, 
and, (b) if the dividends were paid to the following classes 
of taxpayers: (1) A nonresident alien individual, (2) a part- 
nership not engaged in trade or business within the United 
States and not having an office or place of business therein 
and composed in whole or in part of nonresident aliens, or 
(3) a foreign corporation not engaged in trade or business 
within the United States and not having any office or place 
of business therein. Foreign corporations are not required 
to file Form 1099, returns of information.—Mim. 4323. 


(Continued on Page 368) 


































ALABAMA 


Beverages Tax.—H. B. No. 349 provides | 
for the collection of a license or privilege 
tax on the sale of coca cola, etc. 


Gasoline Tax.—H. B. No. 423 prohibits 
cities, towns or counties from levying or 
collecting any excise license or sales tax 
on or from any person, firm, corporation 
or other entity for engaging in the business 
of selling, refining or withdrawing from 
storage gasoline, naphtha or any other 
liquid motor fuels. 


H. B. No. 424 imposes an additional 


excise tax of one cent per gallon on the 
sale of liquid motor fuel. 


H. B. No. 445 provides for the refunding 
by the Chairman of the State Tax Commis- 
sion of the tax on gasoline to any person, 
firm or corporation purchasing gasoline 
in the State for the operation of boats. 

H. B. No. 487 relates to the gasoline 
tax. 

S. B. No. 64 imposes a tax of $5 for each 
pump or filler. 





Gold Mining—H. B. No. 351 exempts 
from ad valorem taxation the capital stock 
and physical property of corporations en- 
gaged in the mining of gold in this State 


for a period of five years from October 1, 
1935. 


H. B. No. 352 authorizes counties and 
municipalities to remit certain taxes for 
the purpose of encouraging the mining of 
gold in this State. 


Oleomargarine.—H. B. No. 329 (same as 
S. B. No. 140) provides for an excise tax on 
oleomargarine and provides for the plac- 
ing of stamps evidencing payment of the 
tax. 


Privilege Taxes—H. B. No. 492 pro- 
vides for the exemption of all persons who 
are permanently disabled from the payment 
of special privilege licenses. 


Property Taxes — Delinquents. — H. B. 
No. 392 amends Sec. 2125 of the 1923 Code 
relating to delinquent taxes. 


Property Taxes—Exemptions.—xH. B. 
No. 14 authorizes the State Tax Commis- 
sion to exempt from ad valorem taxes for 
State purposes, factories or plants operated 
for the purpose of manufacturing pulp, 
paper and other pulp products. Approved 
April 30, 1935. 

H. B. No. 261 provides for exemption 
from taxation of property owned by edu- 
cational institutions located in the State 
of Alabama. 


H. B. No. 456 exempts from taxation 
every homestead not exceeding 160 acres 





of land and the dwelling thereon, and not | 


in any city, town or village or in lieu 
thereof at the option of the owner, any 
lot in any city, town or village, with the 








== the above heading, report will 
be made of the introduction of and 
action taken on state tax legislation of 
importance to business interests. This 
section will be confined to pending bills 
in state legislatures, and the final report 
will be that of enactment, designated by a 
bold-faced star [%]. This feature is made 
possible through the facilities of the 
Commerce Clearing House Legislative 
Reporting Department, which furnishes a 
twenty-four hour reporting service on all 
subjects for all states. Copies of the text 
of any bill reported may be obtained for a 
service charge of one dollar per bill. 





dwelling and appurtenances thereon and 
not exceeding the value of $2,000. 


S. B. No. 171 permits exemptions for 10 
years from State and county taxes as to 
building equipments, glass factories and 
silica processing industries. 


S. B. Nos. 179 and 180 authorize 
Marenge County to remit the taxes assessed 
for county purposes against all pulp fac- 
tories. 


Property Taxes— Municipal Taxes. — 
H. B. No. 477 regulates the assessment, 
levy and collection of municipal taxes of 
cities which now have a population of not 
less than 4,000 nor more than 6,500. 


Rolling Stores.—H. B. No. 298 provides 
licenses or privilege taxes for the operation 
of rolling stores or stores on wheels. 


Sales Tax.—H. B. No. 366 provides for 
a tax on retail sales. 


ARKANSAS 


Below are listed certain miscellaneous 
tax laws, which complete the report of 
legislative measures passed at the 1935 


Regular Session. 


Bonded Warehouses.—y%H. B. No. 4 
provides for establishing licensed ware- 
houses and issuance of storage receipts. 
Approved February 15, 1935. 


Cosmetic Therapy Schools.—S. B. No. 
233 amends Sections 1, 4, 8 and 16, and re- 
peals Section 5, Art. 158, Laws 1925, affect- 
ing principally the regulatory provisions 
of the law, the registration fee remaining 


at $50. Approved and effective March 21, 
1935. 


Itinerant Nonresident Photographers.— 
* Act No. 186 levies an annual license tax 
upon itinerant nonresident photographers. 
| Approved and effective March 26, 1935. 


Motor Vehicles in Transit—ykAct No. 
1183 provides for the regulation of motor 
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and effective March 22, 1935. a 
State Border Motor Buses.—yxAct Nof S. I 
185 fixes the license fees for motor busesfpnd a 
operating in lieu of street cars in borderfpoth | 
cities. Approved and effective March 269 A. | 
1935. yt tax 
Pro: 

CALIFORNIA Yo. 1 

Hempt 

Advertising—Signboards.—H. B. No. 6] op 
provides that signboards situated on theif pril 
owners’ property and advertising the own yA 
ers’ products for sale are exempted fromMoriun 
the payment of State license fees. PassedfiMay | 
House. A.” 
redit 







Chain Store Tax.—A. B. No. 2365 re: 
quires licenses for chain stores. Passe 
House May 2, 1935. 


Constitutional Amendment.—A. C. 


ion « 
both 


KA 


Afgor t! 





No. 20 amends Art. IV of the Constitution ??" 
by adding Sec. 3lc. Passed both Houses pos 
April 29, 1935. aoe 
Contractor’s License.—S. B. No. 596 rei**s 
lates to contractors’ licenses. Passei} gg 
Senate. 362 
Exemptions.—A. B. No. 206 exempt Boar: 
from taxation all persons engaged exclu S. 
sively in transporting school children ex-§0 co 
cept where revenue exceeds $30 per month —>f E 
Passed House. said 
Foods.—A. B. No. 36 requires processors Ta 
of foods to pay a license tax_under thegor ¢ 
produce dealer’s act. Passed House. asst 
Franchise Tax.—A. B. No. 154 amends To 


the Bank and Corporation Franchise Tax 
Act. Passed both Houses. 

A. B. No. 155 amends the Bank and 
Franchise Tax Act relating to bank ant 
corporation taxes. Passed both Houses. 











Gasoline Tax.—A. B. No. 81 provides for 
a gas tax refund on all motor vehicles 
which are not operated on public roads. 
Passed both Houses April 30, 1935. 


Income Tax.—A. B. No. 2222 provides 
for an income tax. Passed House. 


Motor Vehicles—S. B. No. 5 exempts 
farmers from the truck license fees. 
Passed Senate. 

A. B. No. 2354 amends the motor vehicle 
code. Passed House. 


Municipal Corporations.—A. B. No. 1535 
amends the law relating to the levy and 
collection of taxes in municipal corpora- 
tions. Passed both Houses. 





Oleomargarine Tax—yxA. B. No. 578 
provides for an oleomargarine tax of tet 
cents per pound. Approved April 18, 1935 








June, 1935 






Peddlers.— eA. B. No. 229 authorizes 
,e county boards of supervisors to issue 
eddlers’ licenses in unincorporated terri- 
ories. Approved May 4, 1935. 


Personal Property.—S. B. No. 588 ex- 
mpts personal property brought to Cali- 
ornia for purposes of use or display. 
assed both Houses May 1, 1935. 



























Pipe Lines.—A. B. No. 1028 imposes a 
ax on the transportation of oil by pipe 
ines of a cent and a half per barrel per 
nile. Passed House. 


Property Taxes.—S. B. No. 419 amends 





sot ec. 3658a of the Political Code, relating 
9 assessment’ by reference to maps. 
assed both Houses, May 1, 1935. 

Act Not S. B. No. 430 relates to entering value 

1r busedfand acreage in assessment book. Passed 

borderfpoth Houses, May 1, 1935. 



















A. B. No. 2156 relates to the collection 
f taxes. Passed House. 


arch 26 


Property Taxes—Delinquents.—%S. B. 
Yo. 1070 amends “An act relating to re- 
Hemption of property sold to irrigation dis- 


No. 6lffricts for delinquent assessments.” Approved 
on theif pril 13, 1935. 

he own %A. B. No. 485 provides for a mora- 
ed from 


orium on tax delinquencies. 
fay 11, 1935. 

A. B. No. 567 provides for a system of 
redits for prior payments on the redemp- 
ion of tax delinquent property. Passed 
both Houses April 26, 1935. 

*A. B. No. 654 speeds up the procedure 


Approved 
Passed 


2365 re 
Passed 


Cc. Agger the sale of tax delinquent property. 
stitutiongepproved April 19, 1935. 
House Refunds.—A. B. No. 1130 prescribes the 
blace of filing claims for the refund of 
506 regtaxes. Passed House. 
Passe State Board of Equalization.—A. B. No. 
362 relates to the powers of the State 
exemptsmpoard of Equalization. Passed House. 
d exclu S. B. No. 418 adds Sec. 3663c relative 
























Jren ex: 
r month. 


0 correction of errors by the State Board 
bf Equalization in assessments made by 
said Board. Passed Senate. 


Tax Levy.—A. B. No. 1093 levies a tax 


ocessors eV) J : 

ider theffor exploiting and developing agriculture. 

ise. Passed both Houses. 

amends Tobacco Products.—A. B. No. 2011 pro- 

rise Taxgwides for imposing a tax on and regulating 
obacco products. 

ank and 

ank and 

anes. COLORADO 

vides fel The following bills in addition to those 

vehiclesae'cViously reported have been approved by 

Daggers he Governor (Legislature adjourned April 

5 5 1935). 

provides Agricultural Products Dealers.—H. B. 

| P89 provides for the licensing of dealers 
N agricultural products. Approved April 

exempts—e2, 1935. 


fees. , ‘ 

= Gasoline Tax.—y%eH. B. 595 imposes a 

— kasoline tax and road tax and regulates 
he use of the highways by users trans- 
porting for hire. Approved March 29, 1935. 

No. 15358 

so andj, come Tax.—yeH. C. R. 13 proposes a 

corportl onstitutional amendment permitting an 
nNcome tax. Adopted in both houses. 

No. 578% Life Insurance Tax.—%H. B. 438 im- 

=a tenfecses a 4 per cent tax on life policies. Ap- 


1g. 1935pproved April 24, 1935. 








PENDING STATE TAX LEGISLATION 


Property Taxes.—%eH. B. 746 provides 
for distribution by the state of funds to 
school districts to reduce burden of local 
taxation. Approved May 6, 1935. 


CONNECTICUT 


Aircraft—xH. B. 894 provides for re- 
newal of aircraft pilot licenses on compli- 
ance with rules of the commissioner. 
Approved April 28, 1935. 


Milk.—H. B. 426 authorizes commissioner 
to require additional information of regis- 
tered milk and cream dealers and for reg- 
istration and inspection of out of state 
dairies. Passed both houses May 9, 1935. 

*H. B. 429 concerns pasteurization per- 
mits and their annual renewal in January. 
Approved April 24, 1935. 


Motor Vehicles.—S. B. 58, concerning 
expiration date of motor vehicle operators’ 
licenses. Killed in Senate and House. 


Oleomargarine—H. B. 418 providing for 
a tax on certain oleomargarine. Killed in 
House May 15, 1935. 

H. B. 630 amending Section 2445, Gen- 
eral Statutes, concerning license fees on 
manufacture and sale of imitation butter. 
Killed in Senate May 15, 1935. 

S. B. No. 133 providing for the taxation 
of certain oleomargarine. Killed in Senate 


May 16, 1935. 


Pharmacy.—S. B. No. 714 concerns the 
license fees received by the Pharmacy 
Commission. Passed House May 16, 1935. 


Property Taxes.—%S. B. No. 550 pro- 
vides that the town clerk shall give the 
assessor lists of property transfers of the 
previous year. Approved April 10, 1935 as 
Chapter 47. ; 

*H. B. No. 498 concerning priority of 
personal property taxes arid veterans’ ex- 
emptions, providing for partial payments 
of taxes to first apply against tax on per- 
sonal property. Approved March 28, 1935. 

H. B. No. 731 concerning the schedule 
of unpaid taxes on real estate, repealing 
Sec. 344b, Private Acts of 1933. Approved 
April 2, 1935. 


Sales Tax.—S. B. 210 provides for a re- 
tail sales tax. Amended in Senate on May 
15, 1935. 


Succession Tax.—y%kH. B. 1253 concern- 
ing imposition of the succession tax. Ap- 
proved May 21, 1935. 


DELAWARE 


The following concludes the list of tax 
measures approved by the Governor (Leg- 
islature adjourned April 3, 1935). 


Cleaning and Dyeing.—%xH. B. No. 169 
regulates, controls and licenses the clean- 
ing, dyeing and pressing trade, and pro- 
vides for an annual license. Approved 
April 18, 1935. 


Estate Tax—yH. B. No. 135 amends 
Ch. 6 of the Revised Code of Delaware 
1915, as amended by Ch. 8, Vol. 35 and Ch. 
8 of Vol. 38, Laws of Delaware, relating 
to the Delaware Estate Tax. Approved 
April 15, 1935. 


Gasoline Tax.—yS. B. No. 122 repeals 
the present gasoline tax law and provides 
for a tax of four cents per gallon. Ap- 
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Motor Transportation Act.—yS. B. No. 
82 imposes a tax upon public and contract 
carriers. Approved April 18, 1935. 


Motor Vehicles.—%S. B. No. 96 amends 
Ch. 10, Vol. 36, Laws of Delaware by pro- 
viding that motor vehicles propelled by 
Diesel engines shall be subject to a fee 
twice the amount imposed on other motor 
vehicles. Approved April 12, 1935. 


New Castle County Personal Income 
Tax.—S. B. No. 49, makes changes in 
the new income tax law for New Castle 
County. Approved May 1, 1935. 


Personal Income Tax.—%H. B. No. 203 
amends the personal income tax law. Ap- 
proved April 24, 1935. 


Property Taxes—County Rates.—S. B. 
No. 175 limits the total tax rate in the 
counties of this State and discontinues the 
levying and collection of taxes for road 
purposes. Approved March 29, 1935. 


Tax Liens—,H. B. No. 231 relates to 
the method of payment of taxes by lien 
holders. Approved April 15, 1935. 


FLORIDA 


Adjustment of Taxes.—S. B. 762 and 
H. B. 1088 authorize county commissioners 
to adjust taxes in certain counties. 


Ad Valorem Taxes Abolished.—S. B. 8 
and 124 abolish ad valorem taxation for 
state purposes. Passed Senate. 


Alcoholic Beverages.—H. B. 496 creates 
state beverage commission, taxes sale of 
alcoholic beverages containing more than 
1% alcohol. Passed both houses in con- 
ference. 


Assessment of Tax.—S. B. 573 provides 
for assessment of real estate where no 
return has been made. 


Auctions.—H. B. 1189 provides for li- 
cense tax on public auction sales. 


Bakery Products.—S. B. 793 licenses sell- 
ing and delivery of bakery products. 


Beef Products Dealers—H. B. 327 li- 
censes beef product dealers. Passed both 
houses. 


Boat Tax.—S. B. 399 licenses boats for 
hire. Passed Senate. 


Bondholders’ License Tax.—H. B. 616 
imposes an annual tax of $1000 on every 
bondholders’ committee. 


Cancellation Liens.—S. B. 616 provides 
for cancellation of liens on certain lands. 
Passed Senate. 


Chain Stores.—S. B. 101 eradicates chain 
store, commissary and itinerant merchant 
evils. Passed both houses, in conference. 

S.. B.. S37, 724, H. B. S07, 511, 725; Siz 
and 1096 impose chain store taxes. 


Cigar Tax.—S. B. 93 levies a tax upon 
cigars. Tabled in Senate. 

Cigarette Paper Tax.—S. B. 91 author- 
izes a tax upon cigarettes and papers of 3 
cents on 20 cigarettes or fraction of 1 cent 
on every 150 papers. Tabled in Senate. 


Coffins.—S. B. 511 provides license tax 
for privilege of manufacturing coffins. 


Collection of Taxes.—S. B. 256 regulat- 
ing the collection of taxes. Passed Senate. 








proved April 18, 1935. 


H. B. 1117 provides for time of collec- 
tion of taxes. 
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Delinquent Taxes.—H. B. 20 provides for 
settlement of delinquent taxes in certain 
counties. Passed both houses. 

H. B. 412 prescribes a method for cities 
and towns in collecting dekinquent taxes. 

H. B. 504 authorizes payment in install- 
ment of delinquent taxes. 

H. B. 505 cancels all delinquent county 
and municipal taxes. 

S. B. 664 and H. B. 901, 935 authorize 
acceptance of bonds, etc., in certain coun- 
ties in payment of liens for delinquent 
taxes for 1931 and prior years. S. B. 664 
passed Senate. 

S. B. 666 and H. B. 443 provide for set- 
tlement of delinquent taxes. Amends Ch. 
16252, Laws 1933. 


Documents—Excise Tax.—S. B. 310, 315, 
513, 668, H. B. 339, 401, 425, 600, 601, 953 
and 1095 levy an excise on all documents. 


Drivers’ Licenses.—S. B. 531 provides for 
examination and licensing of drivers of 
motor vehicles. 


Electric Appliances.—H. B. 703 licenses | for private automobiles. 


dealers in electric appliances manufactured 
in a foreign country. 


Exempt Property.—S. B. 309 designates 
certain property as tax exempt. 
Senate. 


Exemptions.—S. B. 580 provides exemp- 
tions to be allowed under certain condi- 
tions and proof. 


Farm Trucks.—H. B. 670 requires regis- 
tration of farm trucks. 


Finance Companies.—S. B. 570 and H. B. ' 


845 impose a tax on transactions of finance 
companies. 


Gasoline Dealers.—H. B. 514 provides 
that dealers in gasoline shall be exempt 
from payment of excise tax imposed on 
sales of such products. 


Gasoline Tax.—S. B. 329, 635, 636, H. B. 


427, 777 and 778 impose an additional tax | 


on gasoline. 

S. B. 423 and H. B. 419 enforce payment 
of taxes on gasoline imported. 

S. B. 491 exempts sales of gasoline to 
state from tax. 

S. B. 492 authorizes municipalities to levy 
gasoline taxes. 


Homesteads.—S. J. R. 286 proposes con- 
stitutional amendments relative to the 
exemption of homesteads. 


cates on homesteads. Passed Senate. 

S. B. 123 regulates the allowance of ex- 
emption of homesteads. Passed both 
houses, in conference. 

S. B. 335 limits assessed value of home- 
steads. Passed Senate. 

S. B. 453 relates to retirement of tax 


certificates now outstanding against home- | 


steads. 
Installment Payment.—H. B. 519 author- 


izes tax collectors to permit payment in | 


installments where not delinquent. 


Insurance Agents.—S. B. 390 and H. B. 
587 provide licensing for insurance agents 
Senate bill passed Senate. 


Insurance Brokers.—S. B. 391 licenses 
nonresident brokers. 


Passed | 


Passed Senate. | 
S. B. 39 cancels all state owned certifi- | 


| vehicles. 


THE TAX MAGAZINE 


License and Privilege—H. B. 555 im- 
poses certain license and privilege taxes. 


License Tax.—S. B. 779 imposes a state 
license tax on all businesses not specifically 
licensed. 


Life Insurance Companies.—S. B. 104 
regulates business of life insurance com- 
panies, restricting persons to whom pay- 
able, etc. Approved May 7, 1935. 


Mechanics.—H. B. 882 licenses mechanics. 


Motion Picture Tax.—S. B. 338 and H. B. 
328 place an occupational tax on bank 
nights conducted by motion picture houses. 


Motor Vehicles.—S. B. 68, 302, 304, 387, 
H. B. 421, 588, 592 and 651 relate to the 
operation, taxing and licensing of motor 
S. B. 60 passed Senate. 


S. B. 420, 422, H. B. 423 relate to opera- 
tion and licensing of motor vehicles. 


S. B. 450 relates to registration fees. 
H. B. 391 fixes registration fee at $3.00 


H. B. 774 requires registration of vehicles 
purchased outside state at fee of five per 
cent of purchase price. 


Music License Fee.—S. B. 689 imposes a 
license fee for collecting money for copy- 


| righted music royalties or fees. 


Occupation Tax—Exemption.—S. B. 149 
exempts disabled veterans from occupation 
license tax laws. Passed Senate. 


Occupational License——H. B. 1097 de- 
clares all license taxes delinquent if not 
poid 60 days from due date. 


Oleomargarine Tax.—H. B. 418 imposes 
a tax on oleomargarine. 


Passenger Autos—License.—S. B. 311 
and H. B. 390 classify passenger auto- 
mobiles for private use, for tax purposes. 


Payment of Taxes.—H. B. 296 provides 


for payment of taxes with bonds. Passed 
| House. 


Peddlers.—S. B. 672 (same as H. B. 1124) 
amends the law relating to license to be 
charged peddlers of merchandise. 


Personal Property.—S. B. 574 and H. B. 
856 relate to the assessment of personal 
property. 


Personal Property—Delinquent Tax.— 
S. B. 494 (same as H. B. 655) provides that 
delinquent personal taxes for 1933 -and 
prior years be cancelled. 





| Power, Telephone and Telegraph Com- 
panies.—H. B. 780 relates to taxation of 
| such companies. 


| 

| Public Utilities Tax.—S. B. 563 imposes 
|a tax on public utility corporations or indi- 
| viduals. 

| H. B. 636 relates to assessment of prop- 
|erty owned by utilities located in more 


| than one county. 


Publicity Tax—S. B. 348 (same as 
| H. B. 445) provides for a 1 mill levy for 


| advertising purposes. Approved May 10, 
| 1935. 


| 
Laundry Industry.—S. B. 541 and H. B.|_ Racing Commission—S. B. 446 and 
908 regulate and license the laundry in- |H. B. 600 increase license and tax on race 


dustry. 


meets. 


— 
June, 1935 | 
Redemption of Property.—S. B. 588 prof 


vides for time limit on redemption of prop 
erty from tax. 


Retail Merchandising Tax.—S. B. 4% 
levies an annual tax upon retail merchap- 
dising stores also carrying on mail orde 
business, 


Slot Machines.—H. B. 333, 436, 784 an 
1131 license coin operated devices. . 


Stocks of Merchandise.—S. B. 679 pro 
vides a basis of valuation for taxation. 





Store Licenses.—H. B. 742 amends store 
license law. 


Tax Adjustment Board.—xH. B. 16 
creates a county tax adjustment board 
Approved May 3, 1935. 


Tax Certificates—Interest.—S. B. 36) 
and H. B. 416 relate to rate of interest on 
redemption or sale of tax certificates held 
by state. 


Tax Certificates—Redemption.—S. B. 360 
and H. B. 984 authorize the sale and re 
demption of tax certificates. 

H. B. 756 prescribes life of tax certifi 
cates as 15 years whether held by state o: 
individual. 


Tax Limitation.—S. B. 7 limits total tay 
levy to 10 mills. Passed Senate. 


Tax Sale Certificates—y+xS. B. 36 post 
pones sale of tax certificates until after 
first — in July 1935. Approved April 
15, 1935. 


Tire and Tube Dealers.—H. B. 246 im: 
poses state and county license tax. Passe 
House. 


Tobacco and Beverage Taxes.—H. J. 
1023 imposes Y¢ tax on each 5¢ tobacco or 
beverage sale for old age pension funt 


Uniform State Excise Tax—H. B. 71! 
imposes uniform state excise tax and al 
lows credit for municipal sales taxes. 


Used Motor Vehicles.—H. B. 634 regu- 
lates business of selling used cars received 
from nonresidents. 


Water Craft—S. B. 578 and H. B. 72) 
relates to listing water craft for taxation 


GEORGIA 


The following measures in addition to 
those previously reported have been ap- 
proved by the Governor (Legislature ad- 
|journed March 23, 1935). 


Automobile and Truck Dealers.— x H. P. 
70 adds a provision to the license law re- 
quiring dealers in automobiles and trucks 
|within 15 miles of a city of 200,000 or 
more to pay $25.00 license fee. Approved 
March 23, 1935. 


Income Tax Refunds.—%S. B. 6_pro- 
vides for an annual appropriation of $50,000 


for income tax refunds. Approved March 
26, 1935. 


Insurance Agents.—%xS. B. 131 provide: 
for licensing agents selling fidelity an 
surety bonds. Requires $10 examination 
fee. Approved March 28, 1935. 


Music Licenses.—y%H. B. 769 imposes 
license fee of $1,000 on each person collect 
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or radio programs in each county. 
proved March 21, 1935. 


Peddlers—Exemption.—*%S. B. 69 re- 
quires proof of disability of veterans before 
exemption allowed. Approved March 15, 
1935. 


Redemption of Real Property.—S. B. 
173 provides for redemption of real prop- 
erty from municipal tax sales within 2 
years. Approved March 26, 1935. 


Wine.—*H. B. 791 exempts wine made 
from Georgia grown grapes, fruits, etc. 
Calls special election for May 15, to vote 
on the law. Approved March 23, 1935. 


Ap- 


ILLINOIS 


Alcoholic Beverage Taxes.—S. B. No. 
328 prohibits the licensing of beer dis- 
tributors who import beer from states 
which discriminate against Illinois beer. 
Passed Senate on May 8. 


Chain Store Tax.—S. B. No. 438 licenses 
chain stores at rates from $10 to $300 per 
store, depending upon the number of stores 
operated. 

S. B. No. 445 licenses chain stores at 
rates from $10 to $500 per store according 
to the number of stores operated. 

H. B. No. 979 levies a tax on chain 
stores, with fees ranging from $2 to $500 
a year. 


Gasoline Tax.—H. B. No. 975 permits the 
city of Chicago to use gasoline tax funds 
without the approval of the Highway De- 
partment. 


Income Tax.—H. B. No. 980 levies a 2% 
income tax with no exemptions. 


Inheritance Tax.—S. B. No. 11 provides 
for an additional inheritance tax where 
amount paid is less than credit allowed by 
the Federal government. Passed Senate 
on May 7 


Insurance.—H. B. No. 494 amends Sec. 
11 of “An Act in relation to the taxation 
of non-resident corporations, companies 
and associations for the privilege of doing 
an insurance business in the State.” Passed 
House on May 2. 


Licenses.—S. B. No. 408 regulates and 
licenses the manufacture, sale of patent 
and proprietary cosmetics, medicines and 
drugs. 

H. B. No. 82 pertains to the licensing 

of dealers in commercial feedstuffs. 
Passed House on April 30. 
_ H. B. No. 821 licenses commercial feed- 
ing stuffs dealers as follows: retailers $10 
for each brand sold; wholesalers $25 for 
each brand sold. 

H. B. No. 862 licenses garages used for 
public storing. 

H. B. No. 887 prohibits the licensing of 
beer distributors who import beer from 
states which discriminate against Illinois 
eer. 

H. B. No. 901 provides for the licensing 
of master electricians. 


Property Taxes.—S. B. No. 64 removes 
tax provisions of School Act with relation 
to limitation based upon four years’ average 
ending June 30, 1932. Tabled by Senate 
on April 25. Reconsidered and passed by 
Senate on May 15. 


PENDING STATE TAX LEGISLATION 


S. B. No. 94 amending the Revenue Act 
of 1872 is stricken from the calendar. 

S. B. No. 95 amends the Free School 
Act of 1909. Stricken from calendar. 

*%S. B. No. 252 authorizes any county, 
city, village, incorporated town, school dis- 
trict, sanitary district, forest preserve dis- 
trict or park district, to issue refunding 
bonds and to provide for the levy of taxes 
for the payment thereof. Approved on 
May 6. 

S. B. No. 388 exempts from taxation for 
2 years new dwellings and industrial build- 
— between July 1, 1935 and July 

S. B. No. 393 repeals the authority of 
townships to levy taxes for relief purposes. 

B. No. 394 prohibits the extension 

of township relief taxes except to pay in- 
debtedness already incurred. 

S. B. No. 404 validates certain Cook 
County tax ordinances: Passed Senate on 


May 14. 
S. B. No. 405 exempts relief taxes from 
county tax limitation. County cannot 


maintain insane asylum. 

S. B. No. 407 takes from townships the 
authority to levy taxes for relief. 

S. B. No. 429 excepts blind relief taxes 
from general county tax limitation. 

S. B. No. 430 levies a special blind relief 
tax of %4 mill. 

S. B. No. 440 extends for 10 years the 
special provision as to property assessment 
procedure in Cook County as the result 
of the general reassessment ordered by the 
State Tax Commission. Passed Senate 
on May 14. 

S. B. No. 441 relates to procedure for 
property assessment. Passed Senate on 
May 14. 


S. B. No. 470 amends the tax assessment 


and collection act to incorporate the provi- 
sions of S. B. No. 469. 


%* H. B. No. 215 adds Sec. 268 to Revenue 
Act of 1872 to provide that the County 
Court, acting upon the petition of the tax- 
payer, may order a refund of taxes twice 
assessed or assessed before taxable. Ap- 
proved on May 10. 


H. B. No. 524 amends Sec. 192 of the 
Revenue Act of 1872. Passed House on 
May 2. ° 

H. B. No. 783 provides for payment of 
taxes of 1932 and previous years in 10 
installments. 

H. B. No. 826 permits installment pay- 
ment of delinquent taxes. 

H. B. No. 827 amends the Cook County 


interest on back taxes. 

H. B. No. 872 makes it a misdemeanor 
to fail to file a personal property schedule 
before May 1. 

H. B. No. 876 relates to the appointment 


are delinquent. 

H. B. No. 912 gives assessors power to 
examine safety deposit boxes to search for 
hidden taxable personal property. 

H. B. No. 953 changes the assessment 
date from April 1 to January 1. 

H. B. No. 966 provides for the reassess- 
ment of property in Cook County every 10 
| years instead of every 5 years. 

H. B. No. 983 permits the tax collector 
to accept back taxes, interest and penalties 
for any one or more years. 





H. B. No. 988 exempts from taxation 
| $1,500 of the value of farms if buildings 


‘are occupied as residences. 





laws to provide for the striking out of | 


of receivers for property on which taxes | 
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H. B. No. 989 exempts from taxation 
$2,000 of the value of property subject to 
a mortgage. ‘ 

H. B. No. 995 amends the law relative 
to the assessment of property. 


Retailers’ Occupation (Sales) Tax. — 
*S. B. No. 207 provides for the increase of 
the tax rate to 3%, effective from July 1, 
1935 to January 1, 1937. After December 
31, 1936, rate will be 2%. Approved May 
23, 1935. 

S. B. No. 245 authorizes the Department of 
Finance to issue metal sales tax tokens of 
one, two and five mills to retailers, upon 
request, to be sold and redeemed by the 
Department at face value. Passed Senate 
on May 7. 

H. B. No. 860 reduces the penalty from 
25% to 5% for overdue taxes unless delay 
is fraudulent. 

H. J. R. No. 41 amends Sec. 1, Art. IX 
of the Constitution to prohibit the levy- 
ing of an occupational tax on food stuffs. 


Special Assessments.—S. B. No. 390 
amends Sec. 86a of “An Act concerning 
local improvements,” relating to assess- 
ments and bonds. Passed Senate on 
May 15. 

H. B. No. 687 amends the farm drainage 
act to fix interest at 6% on assessments. 
Passed House on May 2. 


IOWA 


Adjournment.—The regular 1935 session 
adjourned sine die April 23, 1935. The 
following bills not previously reported have 
become law. 


Banks.—H. B. No. 471 provides for the 
remission of unpaid taxes on the capital 
stock of any bank placed in the hands 
of a receiver. Approved May 4, 1935. 


Chain Store Tax.—yH. B. No. 311 im- 
poses a chain store tax from $5 to $155 and 
a gross income tax, applying to gross re- 
ceipts of chain stores, of from 4 of 1% 
to 51%4%. License tax is payable July 1, 
1935; gross receipts tax is payable for the 
annual period commencing July 1, 1935. 
Approved April 29, 1935. 


Creamery Licenses—yS. B. No. 159 
licenses creameries, stations and vehicles 


transporting cream. Approved April 22, 
1935. 


Motor Vehicles.—% H. B. No. 24 fixes $10 
license fee on % ton trucks. Approved 
April 15, 1935. 


Property Taxes.—%S. B. No. 199 pro- 
vides that the first installment of taxes, 
payable in 1935, shall not be delinquent 
until July 1. Approved April 12, 1935. 


LOUISIANA 


Adjournment of Legislature——The fifth 
special session of the 1934 legislature which 
convened on April 15, 1935 adjourned on 
April 20, 1935. The following laws were 
enacted. 


Manufacture or Sale of Electricity — 
Act No. 25 levies an excise tax on manu- 
facture, generation or sale of electricity 
for heat, light or power. Approved April 
20, 1935. 


Preferred Tax Claims.—ykAct No. 14 
provides additional procedure to expedite 
the trial of claims of the state for taxes. 





Approved April 20, 1935. 
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Property Taxes.—yeAct No. 23 amends 
and re-enacts Act No. 16, Second Special 
Session of 1934, providing for the venue 
of suits by taxpayers and declaring the 
manner in which judgments ‘against tax 
collectors shall be paid. Approved April 
20, 1935. 


Public Utility License Tax.—ykAct No. 
26 imposes a license tax upon every per- 
son, firm or corporation owning or operat- 


ow public utility. Approved April 20, 
1935. 


Severance Tax.—ykAct No. 24 levies a tax 
upon all natural resources severed from the 
soil or water, including timber, turpentine 
and other forest products; oil, gas, sulphur, 
coal, lignite and ores; marble, stone, sand, 
shells and other natural deposits. Ap- 
proved April 20, 1935. 


State Bond and Tax Board Created.—_»% 
Act No. 6 provides for the creation of a 
State Bond and Tax Board to which the 
various taxing districts are required to 
petition for leave to levy certain taxes, 
borrow money or incur debts. Approved 
April 20, 1935. 


Tobacco Tax Law Amendment.—yAct 
No. 9 amends Section 2, and subsection (h) 
of Section 12, Act No. 4 of 1932, changing 
rate “B” to $3. Approved April 20, 1935. 


MARYLAND 


Although the regular 1935 session ad- 
journed sine die April 1, 1935, the follow- 
ing have become law or been vetoed since 
the May issue of THE TAx MAGAZINE. 


Alcoholic Beverage Taxes—yCh. 358 


(H. B. No. 455) relates to the method of | 


Ap- | taxation. 


|est on sums reimbursed, when local taxes 
Excise Tax on Income from Foreign | 


paying taxes on alcoholic beverages. 
proved May 17, 1935. 


Fiduciaries.—%Ch. 302 (H. B. No. 563) 


solidated Laws, to provide for the taxa- 
tion of income received by residents of this 
State from intangible personal property 


held by trustees or other fiduciaries not | 
‘residents of this State, and repeals para- 


graph (b) of Sec. 8 of Art. 81. 
April 29, 1935. 


Gasoline Tax.—H. B. No. 10, exempting 
motor boats from payment of the gasoline 
tax, was vetoed May 17, 1935. 


Inheritance Tax.—y%Ch. 520 (S. B. No. 
449) eliminates the provision which pro- 
hibited a tax on 
estate subsequent to death of the decedent. 
Approved May 17, 1935. 


Approved 


graph (a), Sec. 8, Art. 81, 


under trusts created by non-residents or by 
foreign corporations. Approved April 29, 
1935. 


Motor Vehicles.—S. B. No. 11, providing 
for the registration of motor vehicles and 
the issuing of licenses by the county treas- 
urers of the several counties, was vetoed 


May 17, 1935. 


of trailers with one wheel for registration 
by the Commissioner of Motor Vehicles. 
Approved May 17, 1935. 


increased value of an| 


assessors for taxes. 





THE TAX MAGAZINE 
* Ch. 


licenses of new residents of the State. 
proved May 17, 1935. 


*%Ch. 364 (H. B. 555) adds Sec. 182A 
to Art. 56 of the Annotated Code, relating 
to the registration of semi-trailers. Ap- 
proved May 17, 1935. 


Property Taxes.—%Ch. 387 (H. B. No. 
389) authorizes every county, city, or in- 
corporated town to provide for the abate- 
ment of interest and penalties on taxes 
levied or accrued for the fiscal year 1933 
or any year prior thereto, and for the 
payment of installments of such taxes over 
a cee, of five years. Approved May 17, 
1935. 


Remedies of Taxpayer.— Ch. 407 (H. B. 
No. 529) relates to the defenses which may 
be raised in suits for collection of taxes 
and the rights of taxpayers to recover 
taxes erroneously paid. Approved April 


Ap- 


| 29, 1935. 


MASSACHUSETTS 


Gasoline—H. B. No. 2094 further ex- 
tends the time during which there shall be 
collected an additional excise tax on sales 
of gasoline. Passed House. 


Income Tax.—H. B. No. 2084 relates to 
the income taxation of gains from certain 
transactions in real property. 


Inheritance.—H. B. No. 780 increases the 
rate of taxation on legacies and succes- 
sions. Killed in House. 


Property Taxes.—S. B. No. 46 exempts 
certain estates of homestead from local 
Killed in both Houses. 

*S. B. No. 473 reduces the rate of inter- 


already paid are later abated. Approved 


| April 26, 1935. 
adds Secs. 141A and 141B to Art. 81, Con- 


S. B. No. 477 provides for reassessment 
and collection of local taxes after dis- 
claimers of tax titles by cities and towns. 
Passed both Houses. 

H. B. No. 257 provides a penalty for 
failure to file certain lists of property with 
Killed in both Houses. 
H. B. No. 369 partially exempts prop- 


| erty used for dwelling purposes from local 


taxation. Killed in House. 
H. B. No. 1660 establishes a maximum 
rate for local taxes. Killed in both Houses. 
*H. B. No. 1960 relates to certain tax 
liens upon real estate taken by right of 
eminent domain. Approved April 17, 1935. 
H. B. No. 2004 relates to exemption from 


| taxation of property of certain persons. 

Intangible Property Held by Trustees.— | 
%* Ch. 414 (H. B. No. 564) amends para- | 
Consolidated | 
Laws, dealing with exemption from taxa- | 
tion of certain kinds of intangible prop- | 
erty held by trustees within the State | 


Passed both Houses. 

*H. B. No. 2012 avoids multiplicity of 
sales or takings of lands for taxes and 
other charges. Approved May 1, 1935. 

H. B. No. 2024 reduces the rate of inter- 
est payable upon redemption by install- 
ment payments of land taken or sold for 
nonpayment of taxes. 

H. B. No. 2039 relates to the redemption 
of a tax title held by a city or town. 
Passed Senate. 

H. B. No. 2072 relates to tax liens on 


|real estate in case of bankruptcy of the 
| owner thereof. 


%Ch. 85 (S. B. No. 35) adds a new class | 


Passed Senate. 
Sales Tax—H. B. No. -379 and H. B. 


| No. 1037 provide for the taxation of sales 
|of tangible personal property. Both bills 


killed in House. 


198 (H. B. No. 403) relates to} 
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MICHIGAN 


Automobiles—Sales Tax.—S. B. 353 im- 
poses a $25 inspection fee for all cars 
purchased outside the state to avoid the 
sales tax. Passed Senate. 


Chain Store Tax.—H. B. 53 increases the 
rate of tax for chains of 36 stores or more. 
Passed House. 

H. B. 527 provides that groups or com- 
binations of individual owners shall 
considered chain stores for taxation. 

S. B. 435 provides for the addition of 
“branch counters” to chain store tax. 


Delinquent Taxes.—S. B. 256 provides 
for cancellation of delinquent taxes for 
1933 and prior years upon payment of 
1934-35-36 taxes. 

S. B. 400 provides for delinquent tax 
sales in May 1936 for taxes of 1933 and 
prior years. 

S. B. 409 permits county boards to re- 
duce delinquent taxes for 1932 and prior 
years. 

H. B. 512 provides for a 50% decrease 
in delinquent taxes for 1933 and prior 
years. 

H. B. 595 permits 10% reduction in 1935 
tax upon payment of 1932 taxes. 


Farmers’ License.—H. B. 474 exempts 
farmers from licensing requirements where 


they sell their own produce. Passed 
House. 


be 


Gasoline Tax.—S. B. 404 increases tlie 
gasoline tax to 4¢ per gallon. 

S. B. 290 defines “gasoline” to include all 
liquids which are used to propel motor 
vehicles. Passed Senate. 


Hucksters.—S. B. 415 licenses hucksters 
using motor vehicles. 


Ice Cream—Retailers’ Tax.—S. B. 203 
increases retailers’ tax on ice cream from 


$5 to $10. Approved May 6, 1935. 


Income and Sales Tax.—H. J. R. “S” 
proposes to amend the constitution to re- 
peal the uniform taxation provision and 
allow the enactment of income and sales 
taxes. 


Income Tax.—S. B. 433 provides for 
11%4% income tax on single people of $1,500 
and over and $2,500 for married persons. 


Inheritance Tax.—S. B. 414 increases 
inheritance tax rates from 1% to as much 
as 5%. Passed Senate. 


Installment Tax Payment.—H. B. 380 
and S. B. 345 make all taxes due upon 
failure to pay any installment. Passed both 
houses. 


Intangibles Tax.—H. B. 566 provides for 
a tax of 10 mills upon the cash value of 
net credits. 


Payment of Tax.—S. B. 392 extends the 
act of March 10, 1935 for acceptance of 
bonds and certificates of municipality for 
taxes. : 

H. B. 582 provides for cancellation of 
1936 general and specific taxes upon pay- 
ment of 1932 and prior years’ taxes. 


Personal Exemptions.—H. B. 373. in- 
creases exemption on household furniture 
to $1,500. Passed both houses. 


Property Tax.—S. B. 439 repeals present 
definition of “cash value” and determines 
actual income on property. 
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Railroads’ Taxation—Installment.—H. B. 
501 provides that railroad taxes may be 
paid in two installments. Passed both 
houses. 


Sales Tax Exemption.—S. B. 78 exempts 
material used in manufacturing and agri- 
culture from the sales tax. Passed both 
houses, in conference. 

S. B. 217 exempts sales to churches, etc., 
from the sales tax. Passed both houses. 


Tax Investigation—H. B. 507 creates a 
commission to study the best method of 
adopting a retail sales and income tax. 


Uniform Taxation.—S. J. R. “L” (same 
as H. J. R. “U’’) repeals the uniform tax 
provisions of the constitution and permits 
the legislature to impose taxes upon prop- 
erty as they will. Passed Senate. 


Waiver of Penalties— eH. B. 208 pro- 
vides for waiver of penalties on 1933-1934 
taxes until June 1, 1935. Approved May 14, 
was, F. A. SP. 


Weight Tax—S. B. 406 reduces the 
weight tax on passenger cars and house 


trailers to $3.00. 


MINNESOTA 


Adjournment.—The regular 1935 session 
adjourned sine die April 25, 1935. The fol- 
lowing bills not previously reported have 
become law: 


Gasoline Tax.— Ch. 202 (H. B. No. 596) 
provides that one-half of the 3% discount 
on gasoline given wholesalers shall be al- 
— to retailers. Approved May 17, 
1935. 


Inheritance Tax.—%Ch. 128 (S. B. No. 
865) amends the inheritance tax law. Ap- 
proved May 5, 1935. 


Live Stock Buyers’ Licenses.— Ch. 216 
(H. B. No. 264) provides for licensing of 
live stock buyers. Approved April 20, 1935. 


Motor Vehicles —,Ch. 160 (S. B. No. 
1577) extends the date for paying of motor 
licenses of this year to May 1, 1935. Ap- 
proved April 13, 1935. 


Property Taxes.—%Ch. 385 (H. B. No. 
22) provides for exemption of household 
personal property and farm machinery 
from taxation. Approved April 29, 1935. 

% Ch. 387 (H. B. No. 1778) relates to the 
payment of delinquent taxes for 1931 and 
prior years which have been bid in for 
tae by the State. Approved April 29, 

35. 


Transfer Tax.—%& Ch. 334 (H. B. No. 651) 
provides for a transfer tax on half of joint 
account on death of one of parties to the 
joint account. Approved April 29, 1935. 

Utilities; Municipal Licenses.—y%Ch. 286 
(S. B. No. 1586) authorizes St. Paul to 
license utilities, regulate rates and impose 
license fees. Approved April 24, 1935. 

Wholesale Dealers’ Licenses.—% Ch. 186 
(H. B. No. 691) increases wholesale dealers’ 


license fees from $5 to $25. Approved 
April 15, 1935. 


MISSOURI 


Art Museum.—S. B. 100 authorizes 
cities of the second class to levy a tax, 


PENDING STATE TAX LEGISLATION 


after approval by people, to build an art 
museum. Approved April 18, 1935. 


Delinquent Taxes.—%S. B. 143 waives 
interest and penalties accrued on delinquent 
taxes prior to January 1, 1935. Approved 
April 29, 1935. 

S. B. 172 relates to delinquent taxes in 
cities over 300,000 population. 


Franchise Tax.—S. B. 168 relates to the 
annual franchise tax on corporations. 


Gasoline Tax.—S. B. 174 provides for 
installation of meters to aid collection of 
motor fuel taxes. 


Merchants’ Tax.—S. B. 124 relates to the 
taxation of merchants and the bonds to be 
given in certain cases. Passed both houses. 


Motor Truck Licenses.—S. B. 159 fixes 
fee for freight carrying motor vehicles at 
$25 for vehicles of no more than 2 tons. 

S. B. 160 declares the purpose of the 
motor truck license law. 


Motor Vehicles—yH. B. 273 relates to 
size and description of number plates. Ap- 
proved April 17, 1935. 


Property Taxes—yS. B. 57 relates to 
=e back taxes. Approved April 15, 
1935. 


Vendors’ License Tax.—%S. B. 131 li- 
censes itinerant vendors and coal dealers. 
Approved May 2, 1935. 





NEBRASKA 


Aircraft—S. B. No. 30 creates an 
aeronautics commission of five members 
who shall be appointed by the Governor, 
and includes a license fee of two dollars. 
Passed Senate. 


Chain Store Tax.—S. B. No. 139 provides 
for a chain store tax at the rate of $3 for 
a single store to $250 for over twenty 
stores. Passed both Houses May 13, 1935. 


Compensation Insurance.—S. B. No. 240 
provides that any non-resident stock com- 
pany writing compensation insurance in the 
State shall be taxed 2 per cent of the 
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for relief purposes. 
May 10, 1935. 

*H. B. No. 141 provides that unincorpo- 
rated villages may sell real estate for taxes 
unpaid for three years. Approved April 29, 


H. B. No. 250 provides for a levy to be 
imposed upon agricultural lands included 
in any school district for school purposes. 
Passed House. 


Real Estate Brokers—S. B. No. 78 
requires a license for all real estate brokers 
and salesmen and provides that fees for 
brokers shall be $5 and for salesmen, $2. 
Approved April 10, 1935. 


Tobacco Products.—H. B. No. 549 im- 
poses a $25 license tax on road vehicles 
selling tobacco products. 


Passed both Houses 


NEVADA 


The following bills passed at the 1935 
Regular Session, in addition to those pre- 
viously reported, have become law. 


Insurance and Surety Agents.—yA. B. 
No. 178 provides for the licensing of per- 
sons acting as agents for an insurance or 
surety company or other insurer, except 
life insurance companies. Approved March 
21, 1935. 


Live Stock.—S. B. No. 50 increases the 
maximum rate of tax to be levied on cat- 
tle, horses, hogs and livestock to six mills 


on the dollar per annum. Approved 
March 15, 1935. 


Transient Live Stock—yA. B. No. 50 
amends the law defining and classifying 
transient live stock for purposes of taxa- 
tion, providing that the assessor shall, 
instead of may, collect the personal prop- 
tf tax on such stock. Approved April 1, 
1935. 


NEW HAMPSHIRE 
Beer Tax.—H. B. 437 imposes a tax of 


$1.00 on each barrel of beer sold. 


Foreign Bakers.—H. B. 405 relates to li- 
cense fees for foreign bakers distributing 
baked goods in state. 





amount of business done. Passed Senate. 


Foreign Corporations—H. B. No. 235 
provides for an occupation tax on foreign 
corporations to be measured by all of the 
property and credits employed in their 
business in this State. Passed House. 


Foreign Fire Insurance.—S. B. No. 140 
imposes a tax upon foreign fire insurance 
companies doing business in the State. 
Approved May 15, 1935. 


Gasoline Tax.—H. B. No. 419 defines the 
word “distributor” as used in reference to 
the sales of motor vehicles and fuels and 
regulates the capacity of fuel tanks used by 
— Passed both Houses May 13, 
1935. 

*H. B. No. 432 provides a tax differen- 
tial favoring blended motor vehicle fuel 
for three years. Approved May 7, 1935. 


Motor Vehicles.—H. B. No. 90 requires 
payment of motor vehicle taxes before 
registration certificate shall be issued. 
Passed both Houses May 3, 1935. 


Property Taxes.—S. B. No. 215 author- 





Legacies and Succession.—H. B. 432 in- 
creases the tax on legacies and successions. 


Motor Vehicles.—H. B. 280 revises motor 
vehicle registration fees. Killed in Senate. 


Oleomargarine Tax.—H. B. 346 imposes 


excise tax on oleomargarine sold in state. 
Vetoed. 


Poultry.— x H. B. 318 relates to licensing 
of persons selling or buying poultry. Ap- 
proved April 26, 1935. 


Redemption of Land.—H. B. 406 relates 
to redemption of land sold for taxes. 


Tax Exemption.—H. B. 428 grants ex- 
emption of improvements and alterations 
on buildings. 


Town Tax Collectors.—H. B. 101 relates 
to the duties of town tax collectors. Passed 
both houses. 


Trucks.—H.” B. 319 allows trucks used 
for agricultural purposes to be registered 
for 1/10 of truck fee. 


Weighing and Measuring Devices.—H. 





izes county boards and municipal bodies 
to impose half mill levies for two years 


B. 424 provides for registration of weighing 
and measuring devices. 
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Wholesalers’ License.—S. 
to fees of wholesalers. 


B. 60 relates 


NEW JERSEY ’ 


Alcoholic Beverages—S. B. No. 294 
amends various sections of the alcoholic 
beverage laws. Passed Senate. 

A. B. No. 398 places dealers in ware- 
house receipts and solicitors of alcoholic 
beverage orders in the provisions of the 
“Alcoholic Beverage Tax Act.” Passed 
House. 


Billboards.—A. B. No. 129 makes several 
amendments to the act regulating billboards 
to provide for more efficient collection of 
taxes. Passed House. 


Inheritance.—S. B. No. 48 repeals the 
1934 law empowering the State Tax Com- 
missioner to settle transfer inheritance taxes 


in litigation over domicile of decedent. | 


Passed Senate. 


Milk Dealers.—S. B. No. 345 requires de- 
posit of U. S. securities in lieu of bond. 
Passed Senate. 


Motor Vehicles.—A. B. No. 400 increases 
the excise tax on interstate buses from one- 
half cent per mile to one and one-half cents 
per mile. 


Property Taxes.—S. B. No. 195 estab- 
lishes debt limit of 5% for school districts. 
Passed Senate. 

*% A. B. No. 78 validates certificates of 


tax sales in cases where the collector fails | 


to execute such certificates within the time 
provided by law. Approved April 15, 1935. 

A. B. No. 192 extends the time for 
computing the average rate of taxation. 
Approved April 16, 1935. 


NEW YORK 
Below are tax measures approved by the 
Governor which heretofore have not been 
reported (legislature adjourned April 17, 
1935). 


Alcoholic Beverages.— xx A. B. 2474 pro- 
vides for the issuance of licenses to cater- 
ing establishments. Approved May 3, 1935. 
Chapter 682. 


Alcoholic Beverages Tax.—S. B. 
relates to apportioning money 
from liquor taxes. 
Chapter 980. 


554 
received 


* A. B. 970 relates to refunds of alcoholic 


beverages taxes paid. 
1935. Chapter 582. 
%* A. B. 2333 relates to the percentage 


Approved April 29, 


of alcohol per gallon subject to the 50¢| 
Chapter | 


rate. Approved April 29, 1935. 
560. 

Cancellation of Unpaid Taxes.—%S. B. 
1522 authorizes the establishment of a 
county, town or village board of tax ar- 
rears to examine tax liens with power to 
cancel or compromise after hearing. Ap- 
proved May 8, 1935. Chapter 799. 


City of New York.——S. B. 1949 extends | 


N. Y. C. authority to pass emergency taxes 
to July 1, 1936, prohibits passing inherit- 
ance or income taxes. Approved April 29, 
1935. Chapter 601. 


Estate Tax.—S. B. 1233 amends section 


249m by making it apply only to transfers 


Approved May 17, 1935. | 
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subsequent to Sept. 1, 1930. 
| April 25, 1935. Chapter 499. 

WA. B. 430 relates to enforcement of the 
estate tax law. Approved April 25, 1935. 
Chapter 474. 

* A. B. 1953 relates to the estate tax on 
residents and _ nonresidents. Approved 
April 23, 1935. Chapter 421. 


Exemptions.— yA. B. 2444, exempts prop- 
erty of Jewish War Veterans, Inc. from 
taxation. Approved May 6, 1935. Chapter 
740. 


Franchise Taxes.—S. B. 1873 amends 
Article 9, 9A and 16A of the Tax Law 
relating to the franchise tax and_ unin- 
corporated business tax. Approved May 6, 
1935. Chapter 745. 

% A. B. 1939 relates to the lien of fran- 
chise tax. Approved May 11, 1935. Chap- 
ter 879. 


New York City Charter— A. B. 1064 
|consolidates and simplifies the provisions 
of the charter relating to the department 


of taxes and assessments. Approved May 
| 4, 1935. Chapter 713. 


Personal Income Tax.—yS. B. 742 re- 
lates to determination of gross income, 
including items regardless of source. Ap- 
proved May 16, 1935. Chapter 933. 

* A. B. 2092 relates to refunds where 
overpayment has been made by taxpayer. 
Approved April 25, 1935. Chapter 480. 

%* A. B. 2093 makes clerical change in law 
imposing emergency personal income tax 
due in 1936. Approved April 23, 1935. 
Chapter 422. 


Stock Transfer Tax.—yxA. B. 2465 relates 
to stock transfer taxes on noncorporate 


investment trust certificates. Approved 
|May 6, 1935. Chapter 749. 


| Tax Liens.— yA. B. 1570 relates to the 
time when certain corporate taxes cease 


to be liens on real estate. Approved May 
6, 1935. Chapter 753. 


Tax Sales—yxA. B. 2414 provides for 
withholding from municipal tax sales prop- 
erty unpaid taxes for which are being paid 
in installments. Approved May 4, 1935. 
Chapter 725. 


Villages—Delinquent Taxes.—ykA. B. 
2015 relates to collection of delinquent 
|taxes in villages for years in which no 
tax sales were held. Approved May 9, 
|1935. Chapter 805. 


Writs of Certiorari—yS. B. 2093 re- 
lates to service of writ in the City of New 
York. Approved May 7, 1935. Chapter 
778. 


Approved 





NORTH CAROLINA 


Adjournment of Legislature—The 1935 
regular session of the North Carolina Leg- 
islature which convened on January 9, 1935 
adjourned on May 11, 1935. The following 
|laws in addition to those previously re- 
| ported have been ratified. 


Beer.— x H. B. No. 1442 amends Sec. 17, 
Ch. 319, Public Local Laws 1933, relating 


| to tax on beer manufactured in this State. 
| Ratified May 10, 1935. 


| Constitutional Amendment.— SS. B. No. 
|299 amends the Constitution to permit 
| classification of property for taxation, en- 
couragement of home ownership, to increase 





the limit for income taxation and to limit | 





the power of State and local government 
to borrow money without a vote of the 
people. Ratified May 5, 1935. 

%* H. B. No. 1348 amends Sec. 5, of Art, 5 
of the Constitution of North Carolina au- 
thorizing the General Assembly to pass 
laws exempting from taxation property 
used as place of residence of owners. Rati- 
fied May 11, 1935. 


General Revenue Act.—%H. B. No. 32 
enacts the General Revenue Act of 19335, 
No change is made in the income tax rate. 
Provision is made for an appeal from the 
findings of the Commissioner of Revenue. 
The changes in the franchise tax rates 
are as follows: The rate for domestic cor- 
porations is changed from $1.50 to $1.75 
for each $1,000 of the determined amount 
of capital stock, surplus and undivided 
profits. The rate for foreign corporations 
is changed from $1.50 to $1.75 for each 
$1,000 of the amount of capital stock, sur- 
plus and undivided profits allocated to the 
business of each foreign corporation in 
this State. The sales tax law is reenacted 
and the tax on wholesale merchants is 
changed from 1/25 of 1% to 1/20 of 1% 
of the total gross sales of the business. 
Only monthly reports are required. The 
chain store tax rates now vary from $50 
for not more than four additional stores in 
excess of one store to $225 for each store 
in excess of two hundred stores. A tax is 
imposed upon chain automotive service 
stations at rates which vary from $15 on 
the first station in excess of one station to 
$85 for each station in excess of one hun- 
dred stations. Ratified May 9, 1935. 

H. B. No. 1430 amends the 1935 Rev- 
enue Act. Ratified May 11, 1935. 

*H. B. No. 1483 clarifies conflicting pro- 
visions of Sec. 121 of the General Revenue 
Bill. Ratified May 11, 1935. 


Machinery Act.—y%H. B. No. 1033, pro- 
vides for the listing and assessment of 
all real and personal property subject to 
taxation, and creates a State Board of 
Assessment consisting of the Commis- 
sioner of Revenue, the Public Utilities 
Commissioner, the Attorney General and 
the Director of Local Government. Pro- 
vision is made for the quadrennial assess- 
ment of property and sets up the machinery 
for valuing property. It is required that 
property shall be listed for taxation with 
reference to ownership and value as of 
April 1. The duties of the Board of Equal- 
ization and Review are designated and 
provisions are made for an appeal to the 
State Board of Assessment. Provision is 
made for the filing of returns by Public 
Utility Corporations during the month of 
June. Ratified May 11, 1935. 


Motor Vehicles.—S. B. No. 82 amends 
Sec. 1 of Ch. 375, Laws 1933, relating to the 
rates for automobiles, trucks, truck-trailers, 
trailers, semi-trailers and busses. Ratified 
May 10, 1935. 

*S. B. No. 485 amends Ch. 73, Laws 
1933, relating to licenses on semi- trailers 
towed by passenger cars. Ratified May 10, 
1935. 

*H. B. No. 525 prohibits the City ol 
Asheville from charging a driver’s license 
or a city privilege tax for private automo- 
biles. Ratified April 29, 1935. 

%* H. B. No. 827 amends Ch. 375, Sec. 29, 
Public Laws 1933 relative to motor vehicle 
license fees. Ratified May 11, 1935. 


(Continued on page 376) 
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Federal Tax Legislation Developments 


L'THOUGH the present session of Congress is 

expected to be adjourned in the early part of 
July, there is yet no clear indication of what action, 
if any, will be taken on the numerous tax bills which 
have been introduced. Unless a measure is enacted 
providing for immediate payment of the soldiers’ 
bonus, it is probable that the Administration will not 
sponsor new general tax legislation other than con- 
tinuation of some of the excise taxes which have ter- 
minated or will terminate on or before July 31, 1935. 
However, if a tax measure of that limited extent is 
urged upon Congress, strong pressure may be ex- 
pected to arise for other revenue law revision, es- 
pecially in the Senate. 

But in the event of the enactment of a bill provid- 
ing for cash payments to war veterans, the tax legis- 
lation outlook will be radically changed. In a letter 
to Senator Harrison, chairman of the Senate Finance 
Committee, made public on April 26, Secretary of 
the Treasury Morgenthau outlined the Treasury’s 
tax proposals to provide revenue for the bonus pay- 
ments. That tax program, in brief, is, with certain 
qualifications, to subject all inheritances and gifts 
to a system of rates similar to that under the Federal 
income tax law. The contemplated progressive rate 
structure would impose taxes to a maximum which 
on bequests or gifts of a million dollars or more 
would approximate 60 per cent. Secretary Morgen- 
thau submitted a preliminary estimate that such a 
tax would yield in 1936 approximately $300, 000,000 
and might range upward to $600,000,000 annually. 
In this connection he stated that our present estate 
tax is estimated to yield about $190,000,000. From 
estate and inheritances taxes in England, with a 
population of approximately one-third that of the 
United States and a smaller per capita wealth and 
income, he said, more than $400,000,000 in death 
duties was collected in the fiscal year ended March 
31, 1935. ° 

The enactment of a social security bill different 
only in minor details from that passed by the House 
(H. R. 7260) is practically a certainty. The proba- 
bility is that no material change will be made in the 
tax provisions of the bill, which were described in 
detail in the May issue of THr Tax MaGazine 
(p. 296). In brief, three new taxes are proposed. 
For unemployment insurance and certain grants in 
the bill, provision is made for a payroll tax, effective 
January 1, 1936, beginning at 1 per cent, increasing 
to 2 per cent for 1937, and to 3 per cent thereafter. 
Both employers and employees would be taxed to 
provide an old age annuity fund. The excise tax 


on employers, measured by wages paid to employees, 
is at the rate of 1 per cent for the calendar years 
1937, 1938, and 1939, and increases % per cent every 
three years to a maximum of 3 per cent for the cal- 
endar year 1939 and each year thereafter. The an- 
nuity tax on employees is at the same rates as that 
on employers, the measure of the tax being the wages 
received. 

A tax on dividends received by public utility hold- 
ing companies and possibly by all holding companies 
is a threat that is still in the rumor stage. Follow- 
ing are summaries of tax bills introduced or advanced 
during the past month. 


Allocation of Possessions of the United States to Collec- 
tion Districts.—S. 2652 (Senator Smith of South Carolina) 
provides for amendment of subsection (f) of Section 10 of 
the AAA, as amended, to authorize the President to attach 
by executive order certain possessions of the United States 
to internal-revenue collection districts for the purpose of 
collecting processing taxes.—Referred to the Committee on 
Agriculture and Forestry. 

Budget Legislation—S. J. Res. 123 (Sen. Tydings of 
Maryland) provides for supplementing Sections 201 and 202 
of the Budget and’ Accounting Act of 1921 with the require- 
ment that, along with the Budget, the President shall trans- 
mit to Congress on the first day of each regular session 
a Budget bill allocating in detail to each executive depart- 
ment, board, bureau, office, agency, or other establishment 
of the Government, including the municipal government of 
the District of Columbia, the legislative branch of the 
Government, and the Supreme Court of the United States, 
such sums as are necessary for the support of the Govern- 
ment for the ensuing fiscal year. It is further provided 
that no legislation shall be passed by both Houses until 
the Budget bill has been passed, and that if Congress in- 
creases any of the allocations in the Budget bill as sub- 
mitted by the President, an amount equal to such increase 
must be deducted from the allocation to some other govern- 
ment establishment. In no event are the total allocations 
to exceed the estimated revenue for the ensuing fiscal year 
plus the estimated amounts in the Treasury at the close of 
the fiscal year in progress, available for expenditure in the 
ensuing year, unless Congress provides for such excess 
either by new taxation sufficient to liquidate such excess 
within the ensuing fiscal year, or by authorizing the Secre- 
tary of the Treasury to borrow sums sufficient to cover such 
excess, in which case the legislation authorizing such bor- 
rowing shall be accompanied by taxation which will liqui- 
date the amount borrowed within a period of not more 
than fifteen years. If an estimated deficit for the fiscal 
year in progress or a deficit is carried over from any prior 

fiscal year, the proposed requirement is that such deficits 
shall be provided for before any other allocations are made. 
—Referred to the Committee on Appropriations. 


Chemical Wood Pulp Import Tax.—H. R. 7913 (Rep. 
Samuel B. Hill of Washington) would amend Section 601 
(c) (4) of the Revenue Act of 1932 to make imported 
chemical wood pulp taxable at one-third of 1 cent per 
pound gross weight.—Referred to the IV’ays and Means Com- 
mittee. 

Coconut Oil Tax.—H. R. 8000 (Rep. Dockweiler of 
California) provides for exemption from the tax imposed 
under Section 602% of the Revenue Act of 1934 of coconut 






























































































































oil which is wholly produced or derived from materials 
produced in the Philippine Islands or any possession of the 
United States when such coconut oil shall have been 
rendered unfit for use as food or for any but mechanical 
or manufacturing purposes, by such means as shall be 
satisfactory to the Secretary of the Treasury and under 
regulations to be prescribed by him.—Referred to the Com- 
mittee on Ways and Means. 


Deductions for Income Tax Purposes.—H. R. 7760 (Rep. 
Mitchell of Tennessee) proposes amendment of Section 23 
of the Revenue Act of 1934 by the addition of a subsection 
providing that in the case of an individual deriving income 
from salaries, wages or other compensation actually ren- 
dered, the amount of deductions allowable which is allo- 
cable to carrying on any trade or business or to transactions 
entered into for profit though not connected with a trade 
or business, shall not be in excess of the income not 
derived from such salaries, wages or other compensation 
actually rendered. Provision is made further for amend- 
ment of Section 117(d) of the Revenue Act of 1934 
(relating to limitation on capital losses) by striking out 
the phrase “2,000 plus,” thereby limiting losses from sales 
or exchanges of capital assets to the gains from such sales 
- exchanges.—Referred to the Committee on IVays and 
Means. 


Exemption from Tax of Certain Pensions.—S. 2684 (Sen- 
ator Murphy of Iowa) is a bill to amend Section 4747 of 
the Revised Statutes to provide for exemption from taxa- 
tion of pension payments and benefits designated as “com- 
pensation” under Section 33 of the Independent Offices 
Appropriation Act, whether paid to any veteran, his depend- 
ents, or his estate——Referred to the Committee on Finance. 

Exemption of Official Compensation of a Consular Offi- 
cer, Nondiplomatic Representative, or Employee of a For- 
eign Country.—S. 2762 (Senator Pittman of Nevada) 
provides for exemption from taxation, under certain condi- 
tions, on the basis of reciprocity, official compensation of 
a consular officer, nondiplomatic representative, or em- 
ployee of a foreign country.—Keferred to the Committee on 
Foreign Relations. 


Excise Tax on Manufactures of Furs.—H. R. 7933 (Rep. 
Ellenbogen of Pennsylvania) provides for the repeal of the 
tax on the sale of furs imposed by Section 604 of the 
Revenue Act of 1932 as amended by Section 608 of the 
Revenue Act of 1934.—Referred to the |Vays and Means 
Committee 


Import Tax on Certain Oils—H. R. 7569 (Rep. Bland 
of Virginia) provides for amendment of Section 601(c) of 
the Revenue Act of 1932 which would make subject to an 
import tax of 3 cents per pound whale oil (except sperm 
oil), fish oil (except cod-liver oil, halibut-liver oil), marine 
animal oil, and fatty acids of such oils, whether or not re- 
fined, sulphonated, hydrogenated, pressed, or otherwise 
processed, and any combination or mixture containing a 
substantial quantity of one or more of such oils or fatty 
acids. On the importance of fish scrap, fish meal, marine- 
animal scrap and marine-animal meal, a tax of five-eighths 
of a cent per pound is proposed.—Referred to the Committee 
on lVays and Means. 

Investigation of Charges as to Effect of Processing Tax 
on Cotton.—By H. J. Res. 261 (Rep. Fulmer of South 
Carolina) a congressional committee would be directed 
to investigate and report to both Houses of Congress con- 
cerning the nature, source, and truth of the various state- 
ments and charges which have been made and are being 
made with respect to the effect of the cotton processing 
tax.—Referred to the Committee on Rules. 

Molasses Processing Tax.—H. R. 7896 (Rep. Dobbins of 
Illinois) provides for amendment of the Revenue Act of 
1934 by adding at the end of title 1V a new section im- 
posing an excise tax of 4 cents per gallon upon the first 
domestic processing of molasses, not produced in conti- 
nental United States, to be used for distillation purposes. 
—Referred to the lV’ays and Means Committee. 


Potato Processing Tax.—H. R. 7935 (Rep. Warren of 
North Carolina) is a bill to amend the AAA to make all 
varieties of potatoes included in the species Solarum Tube- 
rosum a basic agricultural commodity and to levy a tax 
at the rate of three-fourths of 1 cent per pound upon the 
first sale of such potatoes. The tax would be collected 
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by means of stamps and the revenue devoted to crop 
adjustment to establish prices to potato growers at a level 
that would give potatoes a purchasing power equivalent 
to that in the period August, 1919-July, 1929.—Referred to 
the Committee on Agriculture. 


Processing Taxes Under the AAA.—H. R. 7713 (Rep. 
Jones of Texas) is a bill providing for comprehensive 
amendment of the Agricultural Adjustment Act. Sections 
8 and 9 make amendments relating to the processing taxes. 
Section 8(a) amends Section 9 of the AAA so as to add the 
expansion of domestic and foreign markets as a purpose 
for which a processing tax may be levied and also to 
authorize the imposition of a processing tax to enable the 
making of both rental or benefit payments and payments 
for the expansion of markets. 

Section 8(b) of the bill provides for amendment of Sec- 
tion 9(a) of the AAA so as to terminate the processing 
tax levied to make payments for the expansion of markets 
at the end of the marketing year current at the time of 
the proclamation that such payments are to be terminated. 
The subsection also provides that if both rental and benefit 
payments and payments for expansion of markets are in 
effect the tax terminates at the end of the marketing year 
only if the Secretary proclaims that such payments are to 
be discontinued. 

Section 9 of the bill would amend the provision of the 
AAA which fixes the rate of the processing tax at an 
amount which equals the difference between the current 
average farm price and the fair exchange value of the 
commodity. It is proposed to increase the rate of the 
processing tax to make up for the amount of the tax lost 
because the tax is credited or refunded if the processed 
article is used for charitable or welfare purposes or because 
the processing is tax exempt. The increased amount of 
processing tax under this amendment is limited to a maxi- 
mum of 20 per cent of the difference between the current 
average farm price and the fair exchange value. The 
amendment as proposed is not to effect processing taxes 
which are effective at the time the bill is enacted, and they 
are not required to be adjusted or altered unless the 
Secretary finds that such adjustment or alteration is neces- 
sary to effectuate the declared policy of the act. 

Section 10 of the bill would’ change the definitions of 
“parity price” in Section 9(c) of the AAA by adding a 
provision which requires, in the case of commodities the 
base period for which is August 1909 to July 1914, a parity 
price which will also reflect comparative interest payments 
per acre on farm indebtedness and tax payments per acre 
on farm real estate. Rates of tax in effect on the date the 
bill is enacted are not to be required to be readjusted as 
the result of the proposed amendment unless the Secretary 
of Agriculture finds it necessary to adjust such rates pur- 
suant to Section 9(a). At the present time, according to 
the report of the Committee of Agriculture, taxes per acre 
and mortgage interest per acre are probably about 160 to 170 
per cent of the pre-war level. The combination of these 
two items together with the index of prices paid by farmers 
may be expected, the report says, to give parity standards 
approximately 5 per cent higher than at present. 

The bill as introduced by Representative Jones was reported 
to the House without amendment on April 30, 1935. 


Reduction of Interest and Additional Tax.—H. R. 7710 
(Rep. Duffey of Ohio) proposes amendment of the Revenue 
Act of 1934 by which interest provided for in Section 146 
would be reduced to one-half of 1 per cent per month, and 
the Commissioner of Internal Revenue, with the approval 
of the Secretary of the Treasury, would be given power 
upon application therefor to abate so much of additional 
tax provided for in Section 146 as he finds the taxpayer is 
unable to pay without undue hardship. This remission of 
tax would not apply to amounts collectible under Section 
293(b) (relating to additions to tax in the case of fraud). 
—Referred to the H’ays and Means Committee. 

Taxation of Income from United States Securities.— 
S. 2606 (Senator Murphy of Iowa) is a bill to make income 
from United States securities subject to the income tax laws 
of the United States.—Referred to the Committee on Finance. 

Termination of Processing Taxes on Sugar Beets and 
Sugarcane.—S. 2648 (Sen. Costigan of Colorado) provides 
for amendment of Section 13 of the AAA to terminate the 
processing taxes on sugar beets and sugarcane on Decem- 
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ber 31, 1937 unless Title I of the Act ceases to be in effect 
at an earlier date. Under present law the taxes would 
terminate on May 10, 1937 (three years after the date of 
the enactment of Public No. 213—73d Congress, which was 
approved May 9, 1934) unless the AAA ceases to be in 
effect at an earlier date—Referred to the Committee on 
Finance. 


Tin Processing Tax.—H. R. 7675 (Rep. McReynolds of 
Tennessee), as one means of encouraging the domestic 
production of tin, provides for the levy of a tax 
of 6 cents per pound of metallic tin upon the first do- 
mestic processing of the metal in pigs, ingots, blocks, etc., 
or of any article or alloy in chief value of tin which is not 
dutiable under the customs laws, if with respect thereto 
there has been no previous first domestic processing. No 
tax, however, would apply upon establishment that such 
metallic tin (or the metallic tin contained in such article) 
is wholly the production of smelteries or manufacturies 
of the United States, from either domestic or foreign ore 
or concentrates, or from secondary sources within the 
United States, or was brought into the United States before 
the thirtieth day after the effective date of the law, or was 
purchased under a bona fide contract entered into before 
the thirtieth day after such effective date—Referred to 
the Committee on IVays and Means. 


War Emergency Bill Would Add Sharp Teeth to 
Present Tax Law 


LTHOUGH a good start has been made toward 

legislation to prevent profiteering in time of 
war, the slow motion of Congress in acting on other 
measures of a more presently urgent nature makes 
it improbable that in the relatively short time before 
this session of Congress will be over that both cham- 
bers of Congress will agree on a war emergency 
measure. 

On April 9 the House passed a bill (H. R. 5529), 
consisting of but nine sections, encompassed in four 
printed pages, the declared purpose of which is “to 
prevent profiteering in time of war and to equalize 
the burdens of war and thus prov ide for the national 
defense, and promote peace.’ 

The bill as passed by the House gives broad dis- 
cretionary powers to the President, during the period 
of any war, to control prices, rents, compensation, 
etc.; to close stock and commodity exchanges if nec- 
essary to curb speculation; to commandeer the ma- 
terial and financial resources of the country, industrial 
organizations, etc., provided that those employed in 
industry should not be conscripted; to license and 
control dealers in and manufacturers of any article; 
and to set up such agencies, boards, or commissions, 
or to designate such persons, to exercise such por- 
tion of his powers as he may deem necessary to carry 
out the purposes of the Act. The tax feature oi the 
House bill is limited to a single provision that, upon 
the declaration of war, there shall be imposed.a tax 
of 100 per cent of all excess war profits that may 
be earned during a period of war. 


Bill Entirely Rewritten by Senate Committce 


This succinct yet comprehensive measure was sent 
to the Senate on April 11, and there, after being read 
twice, was referred to the Special Committee on 
Investigation of the Munitions Industry. As re- 
ported back to the Senate by Senator Nye, chairman 
of the committee, the bill was hardly recognizable 
except by number. The language of ‘the House bill 
was entirely stricken and in its place is an elaborate 
measure of seven titles, covering 218 printed pages. 
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The amended bill, instead of being submitted imme- 
diately to the vote of the Senate was referred to the 
Committee on Military Affairs, where at this writing 
it still remains. 


Preceding the several titles of the amended bill is a state- 
ment of the intention of Congress, which, in summary, is 
as follows: 


1. To protect the economic organization of the Nation 
from the disturbances due to war in order that such eco- 
nomic organization may be enabled to function at the high- 
est efficiency in support of the armed forces and other 
agencies engaged in the prosecution of war. 

2. To protect the economic organization from the infla- 
tion of prices, wages, earnings, profits, and the consequent 
destructive deflationary colHapse which follows the actual 
ending of military and naval operations. 

3. To provide for expenditures to the successful conduct 
of the war and the protection of the economic organization 
in the emergency out of current revenue, and to subject to 
the supervening necessities of the public interest in suc- 
cessful prosecution of the war any private interest conflict- 
ing with the Government’s war objectives and operations. 

4. To mobilize, in the event of war, all technical and 
industrial resources for the successful prosecution of such 
war, and to subject industrial management to enlistment 
and conscription for the successful prosecution of war in 
the same general manner as combat man power has been 
and is subject to enlistment and conscription for the same 
purposes. 

Following the statement of intentions of Congress is a 
table of contents to the body of the bill, which is divided 
into seven titles, as follows: Title I—Income Tax, Title II 
—Industrial Management Provisions, Title I1I—Com- 
modity Control Provisions, Title 1V—Securities Exchange 
Provisions, Title V—War Finance Control Provisions, Title 
VI—Ware Resources Control, and Title VII—General 
Provision. 


Tax Features of the Bill 


Title I is a remodeled draft of the Revenue Act of 1934, 
and would replace the latter Act during a war emergency 
period. Other than with respect to tax rates most of the 
provisions of the Revenue Act of 1934 are unchanged, but 
the changes are noteworthy. 

The normal tax on individuals is increased to 6 per cent 
and exemptions are reduced—that for single persons being 
$500 and for married persons living with husband or wife, 
$1,000. Credit for dependents is reduced to $100 for each 
such person. 

The surtax begins with a rate of 10 per cent on surtax net 
incomes in excess of $3,000 and not in excess of $5,000, and 
is graduated on a steep scale to 93 per cent on surtax net 
incomes in excess of $20,000. 

The definition of gross income is substantially the same 
as in the 1934 Act but there are changes in the allowable 
deductions. Salaries or other compensation to any officer, 
director, or stockholder owning more than 1 per cent of 
any class of stock of the corporation, or to any relative of 
such officer, director or stockholder are allowable only to 
the extent of $5,000, or the lowest sum of such deductions 
during any one of the five immediately preceding peacetime 
years, whichever sum is the smaller. Moreover, promo- 
tional expenses, selling costs, repairs, etc., are allowable 
in a sum no greater than the average of such expenses for 
the three years immediately preceding the effective date of 
Title I. Interest, likewise, would not be allowable in an 
amount in excess of the average for the three-years preced- 
ing the effective date of the Act, “except insofar as such 
interest is paid or accrued for or on account of moneys 
borrowed and actually paid to the taxpayer and if such 
interest does in fact exceed such preceding three-year aver- 
age it shall be allowed as a deduction only to the extent 
of such average.” In the case of corporations dividends 
received from other corporations would not be deductible 
from gross income in computing taxable income. 

With respect to items not deductible, two provisions 
not in the present law are added; one of which treats any 
loan or advance made by a corporation to a stockholder 
or officer as a taxable dividend, but such loan or advance 
would not be treated as a dividend of the corporation in 
connection with any tax imposed upon the corporation. 









































































362 THE 


The other addition under nondeductible items is that no 
deduction is.allowed under any circumstances for—(1) any 
sums paid to foreign corporations or foreign individuals 
either as dividends or other distribution of earnings or 
profits; (2) any sum received as distribution or disburse- 
ment of reserves against "de pletion, depreciation, or other 
capital charge or account or as distribution in complete or 
partial liquidation; and (3) any sum accounted or paid or 
reserved for payment as an interest or amortization charge 
upon any obligation, bonded debt, or security created or 
accruing as the result of an exchange or transference of 
securities of the same corporation of any other character 
for such obligation, bonded debt or security, in the event 
that such exchange or transference occurred after or with- 
in one year prior to the effective date of this Act. 


High Corporation Tax Rates 


The tax on corporations is 15 per cent of such portion 
of net income as is not in excess of 2 per cent of capital 
stock at the close of the preceding taxable year as deter- 
mined under Sec. 13, plus 25 per cent of such portion of net 
income as is in excess of 2 per cent but not in excess of 
6 per cent of the value of the capital stock, plus 100 per 
cent of net income in excess of 6 per cent of the value of 
the capital stock. The maximum adjusted declared value of 
the capital stock is to be determined as prescribed in Sec- 
tion 701 of the Revenue Act of 1934. 

Personal holding companies would have hard going un- 
der the provisions of Section 351 of the bill, which levies 
upon the undistributed adjusted net income ‘of every per- 
sonal holding company a surtax equal to the sum of the 
following: 

(1) 98 per cent of the 
$100,000; plus 

(2) 100 per cent of the amount thereof in excess of 
$100,000. 

The surtax levied on all corporations (other than per- 
sonal holding companies as defined in Section 351) if any 
such corporation is organized or availed of for the purpose 
of preventing the imposition of the surtax upon sharehold- 
ers through the medium of permitting gains and profits to 
accumulate instead of being divided or distributed, would 
be equal to the sum of the following: 

(1) 98 per cent of the amount of the net income not in 
excess of $100,000; plus 

(2) 100 per cent of the net income in excess. 

Moreover, a provision is made for an additional tax upon 
the undistributed surplus of every corporation subject to 
tax under the act, except insurance corporations, equal to 
75 per cent of the “undistributed surplus.” “Undistributed 
surplus” is defined as 4.7 per cent of the adjusted declared 
value as determined by Section 5, minus the following sums: 

(1) The amount by which the net income of such cor- 
poration, minus all taxes elsewhere imposed by this title 
[Title I], falls short of such 4.7 per cent; and 

(2) 2 per cent of such adjusted declared value; and 

(3) The total amount of cash distributions*and cash divi- 
dends paid to security holders whose securities are not 
within a class upon which the interest is allowable as a 
deduction under the provisions of Section 23(b). 

Section 381 of the bill provides for a tax of $100 per share 
on each share of stock or fraction of a share or other right 
or security of a corporation issued as a stock dividend, 
payable by the issuing corporation. 

While the tax innovations of the bill are designed only 
for the period of a war emergency, there is no certainty that 
some of them may not be adopted as peace-time revenue 
features. 


amount thereof not in excess of 





Forecasting Government Receipts 
HE differences in the degree of accuracy in fore- 
casting government receipts in Great Britain 
and in the United States are the subject of an inter- 
esting exposition in the Conference Board Bulletin, 
issue of May 10, 1935 (Vol. IX, No. 5), published 
by the National Industrial Conference Board, Inc., 
New York. 
With due allowance for difficulties peculiar to the 
United States—frequent changes in miscellaneous 
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taxes, the effects of changes in capital gains and 
losses on total receipts, and the release of estimates 
six months in advance of the fiscal year to which 
they relate—it is found that estimates in Great Brit- 
ain are considerably more accurate than in the United 
States. The discrepancy existed prior to the depres- 
sion period, as the tabulations, dating back to 1925, 
show. 

For the ten-year period ended March 31, 1933, 
receipts from all British inland duties differed from 
the combined budget estimates by only 0.4 per cent. 
For the same period, receipts from the income tax 
exceeded the combined estimates by only about one- 
sixth of 1 per cent. The largest excess of receipts 
over the estimate for any year was 5.6 per cent, and 
the largest deficit of receipts was 7.9 per cent. 


In the United States original estimates in the fiscal 
years 1925-1929 varied from 5 per cent over receipts 
in 1925 to 8.2 per cent under receipts in 1929. In 
1932 receipts were ov erestimated by 46.8 per cent. 

“Revised estimates,” released about the middle of the 
fiscal year to which they relate, are closer to actual 
receipts, but even they are not as reliable an index 
of actual revenue as the British estimates made at 
the beginning of each fiscal year. For example, the 
revised estimate of internal revenue taxes in 1925 
was 4.1 per cent less than receipts, while in 1931 the 
revised estimate was greater than actual receipts by 
13.6 per cent. The discrepancies between estimates 
of receipts from the Federal income tax and actual 
receipts are even more pronounced, which indicates 
where the chief difficulty lies. 

The inference is drawn that a detailed study of the 
methods used in Great Britain in preparing budget 
estimates of receipts from taxes might yield worth- 
while results. However, recognition is given to the 
probability that the degree of accuracy attained in 
British estimates cannot be attained’in this country 
as long as capital gains and losses and other variables 
that need not be taken into account in Great Britain 
continue to be factors in estimating internal revenue. 


Income Tax Payment in Gold Note to Precede 
New Gold Clause Test 


Sa preliminary to a suit for payment on a gold 

basis of obligations of the United States containing 
a gold clause, a group of wealthy New York and 
Washington, D.C. taxpayers is the reported sponsor 
of a plan to present to the Treasury Department in 
payment of taxes due on June 15 a $1,000 Treasury 
gold note maturing on the same day, with a demand 
that it be accepted for $1,690 of tax liability, $1,690 
being the theoretical value in present legal tender 
of 25,800 ounces of gold in which, when the note 
was bought in 1932, it was payable. If, as is certain, 
the Treasury Department accepts the note at no more 
than face value, the intention is to bring suit in the 
Court of Claims for the difference, $690. 


In this manner it is hoped to establish to the satis- 
faction of the courts that recoverable damage has 
been sustained by the government’s gold policy, but 
the reasoning of the Supreme Court in the recent 
“gold clause” decisions does not provide much basis 
for expecting a successful outcome. 
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In the case of John H. Perry v. United States, Sup. 
Ct. No. 532 (decided February 18, 1935), the Court 
held that although the Gold Clause Resolution 
(Resolution No, 10, 73rd Congress) is unconstitu- 
tional as applied to the gold clause in government 
bonds, claimant had not shown that “in relation to 
buying power he has sustained any loss whatever.” 
Payment in the equivalent of gold, it was held, would 
constitute an “unjustified enrichment,” and in this 
connection the Court said: 

Plaintiff seeks to make his case solely upon the theory 
that by reason of the change in the weight of the dollar 
he is entitled to one dollar and sixty-nine cents in the 
present currency for every dollar promised by the bond, 
regardless of any actual loss he has suffered with respect 


to any transaction in which his dollars may be used. We 
think that position is untenable. 





The Cost of the Proposed Social Security 
Legislation to Employers 


S A MEANS of showing the added taxes that 
would be payable if the Social Security bill 

(H. R. 7260) as passed by the House is enacted, the 
National Association of Manufacturers, in addition to 
providing a chart of the prospective increased tax 
outlay by employers, puts it in tabular form this way: 


—_—_—__—_—_——Then You Will Pay In——____—_—. 
If Your Annual 


1949 and 

Payroll Is: 1936 1937 1938 1940 1944 after 
$ 20,000 ...$ 200 $ 600 $ 800 $ 900 $ 1,000 $ 1,200 
100,000 --- 4600 3,000 4,000 4,500 5,000 6,000 
500,000 ... 5,000 15,000 20,000 22,500 25,000 30,000 
1,000,000 . 10,000 30,000 40,000 45,000 50,000 60,000 


10,000,000 100:000 300,000 400,000 450,000 500,000 600,000 





Time for Payment of Processing Tax on Cotton 
Extended by New Law 


OTTON processors are pe sixty days longer 

to pay the processing tax on cotton than pre- 

viously has been granted, by Section 2 of Public Act 

No. 62, 74th Congress (approv ed May 17, 1935), 

which is primarily an act making appropriations for 

the Department of Agriculture and the Farm Credit 
Administration. 

Section 2 of the new law provides that the process- 
ing tax authorized by Public Act No. 10, 73rd Con- 
gress (48 Stat. 31), when levied upon cotton, shall 
be payable 90 days after the filing of the processor’s 
report: Provided that, under regulations to be pre- 
scribed by the Secretary of the Treasury, the time 
for the payment of such tax upon cotton may be ex- 
tended, but in no case to exceed 6 months from the 
date of the filing of the report. 

Under the prior law and regulations (T. D. 4402, 
NI1-2 CB 444), the cotton processing tax was due on 
the last day of the calendar month next following the 
time for filing the monthly processing tax return. 
The return for any given month is due on or before 
the last day of the succeeding month. 





Members of Committee of Banking Institutions 
on Taxation 


* HE Committee of Banking Institutions on Taxation, 
which comprises representatives of national and state 
banks, trust companies, and private banking institutions, 
held its seventeenth annual meeting at the Hotel Astor, 
New York City, on May 9. 
A. G. Quaremba of the City Bank Farmers Trust Co., 
New York, was elected chairman, Edward J. O’Connor of 
the Guaranty Trust Company of New York, vice chairman, 
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and Thomas L. Pryor of the Brooklyn Trust Co., secretary. 
Stephen L. Jenkinson of the Chemical Bank & Trust Co., 
Daniel O. Deckert of the Bank of The Manhattan Co., 
Joseph B. Ryan of the Chase National Bank, W. B. Loery 
of the Bank of New York & Trust Co., and F. K. Bosworth 
of the Empire Trust Co., were elected members of the 
Executive Committee. 

The objects of this organization are to cooperate in 
assisting in the administration of tax laws, to disseminate 
among its members information pertaining thereto and to 
act as a clearing house for communications from Federal 
and state tax authorities. 





Court Decisions 
(Continued from Page 341) 


the order of the Board of Tax Appeals affirmed, on the 
ground that the petitioner failed to show that the particu- 
lar shares sold were capable of identification with respect 
to the date of their purchase, and that they could not be 
identified merely by designating them to the broker as the 
shares to be sold. 


“First-in, first-out” rule should be applied to sales of 
stock in a margin account where the sales could not be 
identified. “The mere intention of the trader to sell par- 
ticular shares, without further designation, does not con- 
stitute sufficient identification.” Petitioner has not proved 
that he was engaged in the business of trading in securities, 
and even if he was so engaged, he has not shown that the 
Commissioner’s method of determination of his gains there- 
from is inapplicable, and has suggested no other practi- 
cable method of accounting which would reflect his income 
more clearly.—U. S. Supreme Court in John A. Snyder v. 
Commusstoner of Internal Revenue. No. 663. Oct. term, 1934. 

Decision of Circuit Court of Appeals, Third Circuit, 73 
Fed. (2d) 5, which affirmed Board of Tax Appeals decision, 
29 BTA 39, affirmed. 


Appellate and Lower Court Decisions 


Aliens: Terms “Resident Alien” and “Nonresident Alien” 
Construed.—Petitioner is held to have been a resident alien 
and not a nonresident alien during the years 1925 to 1927, 
and his entire income for those years from all sources, 
here and abroad, is subject to income tax. During the 
years in question he was domiciled in New York, and 
maintained a home there for his two daughters. His entire 
income for the three years was earned for work performed 
while in Europe for American business houses. During 
each year he was absent from the United States for more 
than six months. “Mere absence from a fixed home, how- 
ever long continued, cannot work the change. There must 
be the animus to change the prior domicile for another. 
Until the new one is acquired, the old one remains.”’—U. S. 
Circuit Court of Appeals for the District of Columbia in 
Frederico Stallforth v. Guy T. Helvering, Commissioner of 
Internal Revenue. No. 6345. 

Decision of Board of Tax Appeals, 30 BTA 546, affirmed. 


Allocation of Cost of Stock Acquired in a Reorganization 
Exchange.—Where certain shares of stock were acquired in 
a reorganization for the surrender by the taxpayer of all 
his shares of the old corporation, the cost of the old shares 
should be allocated equally to all the new shares for the 
purpose of computing gain from the sale of part of such 
shares. On such facts, the Commissioner erred in treating 
the shares sold as taking the basis of the earliest acquired 
stock which was surrendered in the reorganization.—U. S 
Circuit Court of Appeals, Sixth Circuit, in Commissioner of 
Internal Revenue v. Christian 1’. Von Gunten, Respondent. 
Commissioner of Internal Revenue v. Frank C. Prentice. Nos. 
6676 and 6677. 

Decisions oi Board of Tax Appeals, 28 BTA 702, and 
memorandum decisions in the Prentice case approved. 

Basis of Stock Purchased Under Option Given in Con- 
nection with Employment Contract.—Where an option to 
purchase stock, in connection with an employment con- 
tract, is obtained in 1922 and exercised in 1927, the basis 
for gain or loss on the sale of the stock is the cost paid 
in exercising the option and not the market value of the 
stock at the date the option was exercised. Albert R. 
Erskine v. Commissioner, 26 BTA 147, distinguished. Peti- 
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tioners received the option in 1922 to purchase the stock 
at any time within five years at the market price of the 
stock in 1922. The increase in value of the stock between 
1922 and 1927 did not constitute compensation for services 
in 1927. Furthermore, petitioners are estopped from claim- 
ing that the increase in Value represented compensation in 
1927, increasing the basis of the stock upon its sale in 1928, 
where no such claim was made until after the statutory 
collection period had expired for 1927. 

Five per cent penalty for negligence is sustained where 
taxpayers claiming capital net gain stated in their returns 
that stock was acquired in 1922, the date they acquired 
an option to buy the stock, when the stock was not actu- 
ally acquired by them under the option until 1927.—U. S. 
Circuit Court of Appeals, Tenth Circuit, in D. C. Bothwell 
v. Commissioner of Internal Revenue; J. F. Darby, Petitioner, 
v. Commissioner of Internal Revenue. Nos. 1146, 1147. April 
term, 1935. 


Basis of Stock Received as Result of a Reorganization.— 
Where a stockholder receives shares of stock in another 
corporation, pursuant to a plan of reorganization, without 
surrender of its original shares, and thereafter (here, in 
1926) sells the original shares, the gain or loss on the 
shares sold should be computed by allocating the basis of 
the shares originally held between those shares and the 
shares acquired in the reorganization, in proportion to the 
value of each stock at the date of reorganization, rather 
than in proportion to the number of shares of each stock 
held at reorganization, even though the basis thus allo- 
cated to the new shares exceeds their fair market value at 
the time of the reorganization. The amendment of the 
Regulations in 1929, deleting the limitation of the basis of 
the new shares to their fair market value at the time of 
their receipt, should be applied retroactively. [Dissenting 
opinion filed.]—U. S. Circuit Court of Appeals, Second Cir- 
cuit, in Manhattan General Equipment Co. v. Commissioner of 
Internal Revenue. Collier Service Corporation, formerly Sub- 
way Advertising Co., Inc., v. Commissioner of Internal 
Revenue. 

Decision of Board of Tax Appeals on this issue, 29 BTA 
395, affirmed. 


Basis for Computing Gain or Loss on Sale of Stock Re- 
ceived in Exchange for Other Stock— Where a corporation 
issued all of its capital stock in exchange for various shares 
of stock of four other corporations separately owned by 
five individuals, who separately received a number of shares 
equal in value to the stocks they surrendered, the transac- 
tion was a transfer to a controlled corporation under Sec- 
tion 112 (b) (5) of the 1928 Act and under Section 113 (a) 
(8) of that Act, the basis to the acquiring corporation was 
that of the transferors of the stock.—U. S. Circuit Court of 
Appeals, Fifth Circuit, in Il’. E. Snead, Individually, and as 
United States Collector of Internal Revenue v. Jackson Securi- 
ties and Investment. Company, a Corporation. No. 7358. Cir- 
cuit Judge Sibley filed a dissenting opinion. 

Decision of District Court reversed. 

Collection of Taxes.—Where a bonding company execut- 
ing a bond to the Government to stay collection of taxes 
pending appeal is required to pay the taxes, it is usually 
subrogated to the rights of the Government under any 
lien for taxes which the Government may have had, but 
such right of subrogation is denied where, by reason of the 
execution of a bond to protect a purchaser of a portion 
of the taxpayer’s property against the lien, a mortgagee’s 
equity in the property against which the bonding company 
claims the right of subrogation became superior under the 
doctrine of the inverse order of alienation.—U. S. Circuit 
Court of Appeals, East. Dist. of North Car., in Fidelity & 
Casualty Company of New York v. Massachusetts Mutual Life 
Insurance Company. No. 3749. 

Decision of District Court affirmed. 


Petitions to quash warrants of distraint issued by the 
Collector of Internal Revenue for:an unpaid income-tax 
assessment, “under which he has levied upon and adver- 
tised for sale” certain insurance policies taken out by the 
taxpayer on his life, are denied. The two policies in ques- 
tion covered a policy on the life of the taxpayer as insured 
and an annuity contract “payable to him during his life, 
his executors, administrators, or assigns, beneficiaries,” 
respectively. Taxpayer’s wife was beneficiary of the first- 
named policy, but the insured retained the right to change 
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the beneficiary, the right to borrow, to collect the cash- 
surrender value, and all other legal incidents of ownership. 
The power of the Federal Government to tax can not be 
affected by a State statute (Colorado) which gives the bene- 
ficiary priority over creditors.—U. S. District Court, Dis- 
trict of Colorado, in Margaret R. Cannon v. Ralph Nicholas, 
as Collector of Internal Revenue; H. Brown Cannon v. Ralph 
Nicholas, as Collector of Internal Revenue. Nos. 10467, 10468. 


Depletion of Oil and Gas Properties.—Percentage-of-in- 
come depletion in the case of an owner of oil and gas 
properties producing casing-head gas who converts it into 
commercial gasoline in his own plant is determined under 
the provisions of Section 204(c)(2) of the 1926 Act on the 
basis of the fair market value of the casing-head gas at the 
mouth of the well, the casing-head gas being a raw ma- 
terial used in manufacturing operations.—U. S. Circuit 
Court of Appeals, Ninth Circuit, in Brea Canon Oil Company, 
a Corporation, v. Commissioner of Internal Revenue. No. 7554. 

Decision of Board of Tax Appeals, 29 BTA 1134, affirmed. 


Depreciation: Application to Real Estate Trust.—Bene- 
ficiaries under a real estate trust were not entitled to 
deductions for depreciation of trust property pursuant to 
the 1924 Act. The only provision of the trust agreement 
which might have been construed as authority for the crea- 
tion of a depreciation fund was one authorizing the trustees, 
if in their judgment it became necessary to create a sinking 
or contingent fund, to set aside the necessary funds for 
that purpose. No such fund was in fact set aside, although 
the trustees did report depreciation on their tax return. 
{Dissenting opinion filed by Circuit Judge Lindley.]—U, S. 
Circuit Court of Appeals, Seventh Circuit, in The United 
States of America v. George Waller Blow and Wayne Chat- 
field-Taylor, Administrators of the Estate of Adele M. Blow, 
Deceased. No. 5181. Oct. term, 1934, April Session, 1935. 

District Court decision, 5 Fed. Supp. 737, reversed. 

With reference to the peculiarity that beneficiaries of a 
trust have been held entitled to deduction on account of 
depreciation of trust property (Helvering v. Falk, 291 U. S. 
193, and other cases) but are subjected to a contrary rule 
with respect to depreciation, the above Appellate Court 
Opinion says, in part: 

That the tendency is to limit the allowance of the deduction in the 
depletion cases rather than to extend it to the depreciation cases seems 
evident from the vigorous opinions filed by the minority of the Court in 
the Freuler, 291 U. S. 35, and Falk, supra, cases, in the latter of which 
the incongruity of the difference in treatment of the two is pointed out. 

Federal Estate Tax.—Four insurance policies taken out 
by the decedent in 1900, and assigned to his wife in 1904, 
were part of his gross estate at his death in 1921, where 
by the assignment, the wife’s interest was contingent on 
her surviving the testator. A fifth policy was also part of 
his gross estate, where the wife’s right was dependent upon 
her surviving the decedent, and if she did not survive him, 
the policy was to be payable to his children or to his 
estate if there were no children. In this policy, the dece- 
dent also reserved the right to demand the cash-surrender 
value on the date the policy became paid up, and at five-year 
intervals thereafter. Two other policies which contained 
no right to the cash-surrender value or to change the bene- 
ficiary, were not part of his gross estate. The decision in 
Llewellyn v. Frick, 268 U. S. 238, did not exempt these 
proceeds because the policies were taken out before the 
passage of the Revenue Act. [One dissent in part].—U. S. 
Circuit Court of Appeals, First Circuit, in United States of 
America v. Norman W. Bingham, Jr., et al., Executors. No. 
2983. Oct. term, 1934. 

Decision of District Court of Mass., decided August 7, 
1934, reversed. 





Where a joint tenancy was created in 1910, decedent’s 
wife contributing no part of the purchase price, the value 
of the entire property held in joint tenancy was part of 
his gross estate on his death in 1921.—U. S. Court of Claims 
in Bertram J. Cahn, Executor of the Will of Jonas Kuppen- 
heimer, Deceased, v. The United States. No. 41955. 

Judge Littleton wrote a dissenting opinion. 


Income to Lessor from Erection by Lessee of Building 
on Leased Premises.—lessor of realty does not realize 
taxable income by reason of the erection by the lessee of 
a building on the leased premises. “It is a far cry to say 
that it [the building] is income at any time before sale.” 
The Court holds that regardless of the reenactment of in- 









or 
th 
or 
th 
or 


C 








sh- 
ip. 
be 
ne- 
jis- 
las, 
Iph 
68. 
in- 
ras 
1to 
ler 
the 
the 
na- 
‘uit 
ny, 
54. 
ed, 
ne- 
to 
to 
ent 
ea- 


ing 
for 
igh 
rn. 


‘ted 
rat- 


nt’s 
ilue 
+ of 
ims 
ben- 


ling 
lize 
2 of 
say 
ile.” 
in- 





June, 1935 





come-tax statutes since the promulgation of regulations 


























































declaring that a lessor may realize income from the erection 
of a building by the lessee, such income is not taxable under 
the Sixteenth Amendment. Judge Chase’s minority opin- 
ion contends that taxable income was realized by lessor 
at time of erection of the building by lessee (1931) to the 
extent prescribed by Article 63 of Regulations 74.—U. S. 
Circuit Court of Appeals, Second Circuit, in Hewitt Realty 
Company v. Commissioner of Internal Revenue. 

Decision of Board of Tax Appeals, 29 BTA 1205, reversed. 


Installment Payments on “Land Contract” Sale of Real 
Estate Held by Husband and Wife, Residents of Michigan, 
as Tenants by the Entirety—Where husband and wife sold 
on “land contract” real estate held by them as tenants by 
the entirety under the laws of Michigan, interest payments 
on deferred installments under such contract received by 
them in 1928-1929 were taxable one-half to the husband and 
one-half to the wife.—U. S. Circuit Court of Appeals, Sixth 
Circuit, in Commissioner of Internal Revenue v. John H. Hart. 
No. 6573. 

A reconsideration of a previous opinion. Board of Tax 
Appeals decision, 27 BTA 528, affirmed. 


Interest on Overpayments.—Plaintiff is entitled to re- 
cover interest on overpayments of its 1919 and 1920 taxes 
under Section 614(a)(2) of the 1928 Act relating to refunds, 
and is not limited to the amount allowed in cases of credits 
of overpayments against other taxes due. Plaintiff, under 
agreement to pay taxes for its lessors, consented to have 
the refund due it used in payment of such taxes, but this 
did not constitute a credit, because the overpayment was 
applied against the tax liability of another taxpayer.—U. S. 
Court of Claims in Philadelphia Rapid Transit Company, a 
Corporation, v. The United States. No. 41905. 





No final determination of the amount of the overassess- 
ment and credit for 1917 taxes by the Commissioner existed 
prior to February 25, 1926, entitling the taxpayer to have 
interest on such overassessment computed under the 1924 
Act instead of the 1926 Act, where the Collector under 
direction of the Commissioner was making changes and 
corrections in the taxpayer’s accounts down to April 1, 
1926. Under these conditions the Court holds it was not 
necessary for it to decide as to the exact date of final 
determination. [Dissenting opinion filed by Judge Little- 
ton.]—U. S. Court of Claims in Standard Oil Company (New 
Jersey), a Corporation, v. The United States. No. M-159. 


Interest on a judgment for Federal estate tax was allow- 
able from the date of payment of the tax to the date of 
entry of the judgment. Section 177 of the Judicial Code, 
as amended, provides for interest to the date of entry 
of the judgment in such a case. Section 966 of the Revised 
Statutes, upon which the taxpayers rely, applies. only to 
ordinary litigants in the Federal courts and not to the 
United States. Mellon v. U. S., 36 Fed. (2d) 609, followed.— 
U.S. Circuit Court of Appeals, Tenth Circuit, in Mary Dean 
Reed, Verner Zevola Reed, Jr., Joseph Verner Reed and Paul 
T. Mayo v. F. W. Howbert, United States Collector of In- 
ternal Revenue for the District of Colorado. No. 1168. April 
term, 1935. 

Decision of District Court affirmed. 


Liquor Taxes.—The “special excise tax” of $1,000 imposed 
by Section 701, Revenue Act of 1926, is a penalty attaching 
upon proof of violation of State or local law prohibiting the 
sale of liquor, and cannot be enforced without giving the 
individual charged an opportunity to be heard under due 
S. District Court, East. Dist. of South Caro- 
lina, in Joe H. Brabham and Another, Doing Business as 
Ilenry’s Beer Parlor, v. R. M. Cooper, Collector, et al. 


Losses.—Loss of contractor from default of subcontrac- 
tors in the erection of a building was deductible in 1919 
or prior years when the work of completing the subcon- 
tractors’ contracts was performed by the taxpayer, rather 
than in 1928 when suit against subcontractors was termi- 
nated adversely to the taxpayer.—U. S. Circuit Court of Ap- 
peals, Second Circuit, in Commissioner of Internal Revenue 
v. John Thatcher and Son. 

Decision of Board of Tax Appeals, 30 BTA 510, reversed. 








No loss is allowed on cancellation of a contract (in 1925) 
prior to the end of its term, where the depreciation allowed 
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to the taxpayer corporation and to the transferor from 
whom the taxpayer acquired the contract in a nontaxable 
transfer, exceeded the March 1, 1913, value of the contract. 
The contract was acquired from an individual in an ex- 
change upon which no gain or loss was recognized under 
the Revenue Act of 1921, and, under Section 204(a)(8) of 
the Revenue Act of 1926, the basis for determining gain or 
loss to the corporation was the same as it would be in 
the hands of the transferor. It is held that there is no 
merit in the petitioners’ contention that under Section 
202(b) of the 1926 Act requiring the basis to be diminished 
by depreciation deductions “which have since the acquisi- 
tion of the property been allowable” “acquisition” is to be 
interpreted to mean “acquisition to the taxpayer.” The 
court holds that where there has been a nontaxable ex- 
change the “acquisition” referred to is that of the transferor. 
[ Dissenting opinion filed.]—U. S. Circuit Court of Appeals, 
Second Circuit, in Manhattan General Equipment Co. v. Com- 
missioner of Internal Revenue; Collier Service Corporation v. 
Commissioner of Internal Revenue. 


Decision of Board of Tax Appeals on this issue, 29 BTA 
395, affirmed. 


An actual loss is not sustained by a taxpayer when the 
loss is created according to a plan involving the sale of 
certain securities through his broker in December, 1930, 
who is instructed to purchase identical stocks for a company 
controlled by the taxpayer and the taxpayer within a short 
time after the expiration of 30 days from the date of such 
purchase, buys the securities from the company for his 
own use. “The particular sale may be real but the entire 
transaction prevents the loss from being actually suffered.” 
Section 118 of the 1928 Act met the situation of tax avoid- 
ance “to the extent that repurchases within thirty days 
of sale were ineffective but it was far from validating 
repurchases after thirty days even when such: were part of 
an original plan involving the sale made the basis of the 
claimed loss.”—U. S. Circuit Court of Appeals, Eighth Cir- 
cuit, in Sydney M. Shoenberg v. Commissioner of Internal 
Revenue. No. 10,079. March term, 1935. 

Board of Tax Appeals decision, 30 BTA 659, affirmed. 





On the evidence, no loss was deductible upon the osten- 
sible sales in 1929 by a close corporation and by its presi- 
dent of stock to an employee of the corporation. The 
company whose stock was sold was in financial difficulties 
but later its condition improved, and the above vendors 
repurchased the stock for the same price at which orig- 
inally sold. The court holds that the Board of Tax Appeals 
was not compelled blindly to accept the testimony of the 
taxpayers that there was no understanding as to repurchase 
at the time of the sales in 1929. The taxpayers did not 
sustain the burden resting on them (of establishing that 
there was no understanding) by mere testimony that there 
was no understanding, where the facts showed that the 
employee to whom the sales were made bought the stock 
for $15, and when he resold for the same amount, it had 
a value of $6,700.—U. S. Circuit Court of Appeals, Eighth 
Circuit, in R. R. Rand, Jr. v. Guy T. Helvering, Commissioner 
of Internal Revenue. No. 9983. March term, 1935. 

Decision of Board of Tax Appeals, 29 BTA 467, affirmed. 


Net Loss.—Payment in 1923 of a judgment against an 
officer of bank because he had disposed of property of the 
bank in violation of the law did not give rise to a statutory net 
loss, not having been incurred in trade or business.—U. S. 
Circuit Court of Appeals, Ninth Circuit, in John L. McGinn 
v. Commissioner of Internal Revenue. No. 7425. 

Unpublished memorandum decision of Board of Tax Ap- 
peals affirmed. 


Recovery of Taxes in Suit Based on Refund Claim.— 
Right of taxpayer to recover in a suit based on a claim 
for refund is denied, where the taxpayer did not assert in 
such claim the ground contended for before the court, 
namely, that the secretary of the corporation who filed and 
executed a waiver for the year 1917 on January 22, 1924, 
had no authority to execute such waiver. The Commis- 
sioner having acted on the waiver in assessing the additional 
tax on which the refund claim was based it was held prima 
facie valid and binding upon the taxpayer. —U. S. District 
Court, Dist. of Minn., in The Red River Lumber Company, a 
Corporation, v. Levi M. W illcuts, Collector. No. 1927 Law. 
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Sale of Stock: Ordinary Income Distinguished from Cap- 
ital Gain.—Profit on sale of stock acquired from 1925 to 
1929 and sold in 1929 should be taxed as ordinary income, 
not as capital gain, where taxpayer failed to show how 
many shares of the stock, the profit on which he claimed 
to be capital gain, had been held more than two years.— 
U. S. Circuit Court of Appeals, Second Circuit, in Winthrop 
Taylor v. Commissioner of Internal Revenue. 

Unpublished memorandum decision of the Board of Tax 
Appeals affirmed. 


Withdrawals by Stockholders of Corporation Funds: 
When Taxable.—Accounts receivable by a corporation, rep- 
resenting withdrawals previously made by stockholders 
were income to them not when withdrawals were made, 
but in 1928 when, by appropriate corporate action, the bal- 
ances were canceled and charged against surplus as a 
dividend.—U. S. Circuit Court of Appeals, Sixth Circuit, in 
Moses Cohen v. Commissioner of Internal Revenue; Nathan 
Rosenbaum v. Commissioner of Internal Revenue; Nathan 
Cohen v. Commissioner of Internal Revenue; Edward God- 
fried v. Commissioner of Internal Revenue. Nos. 6665-68. 

Board of Tax Appeals decision, 28 BTA 190, affirmed. 





Significant Decisions of the Board of 
Tax Appeals 


(Continued from Page 345) 


of Massachusetts on the ground that it was not returned 
as a true bill within three years from the date that the 
fraudulent returns were filed. Its decision was affirmed by 
the United States Supreme Court in United States v. Schar- 
ton, 285 U.S. 518. It was held that such action is not a bar 
to the imposition of the fraud penalties provided for by 
Section 275(b) of the Revenue Act of 1926. 

2. In 1931 the petitioner submitted offers in compromise 
of tax liabilities and penalties for 1926 and 1927. These 
offers in compromise were rejected by the respondent and 
the amounts deposited by the petitioner with the collector 
were returned to him. It was held that there was no 
“accord and satisfaction” in respect of the taxes or of the 
penalties provided for by Section 275(b) of the Revenue 
Act of 1926.—IVilliam R. Scharton v. Commissioner, Dec. 8934 
[CCH]; Docket No. 66939. 


Gifts Inter Vivos—1. Where an alleged donor fails to 
establish a clear and unmistakable intention on his part to 
absolutely and irrevocably divest himself of title, dominion, 
and control of the subject matter of alleged gifts im praesenti 
and fails to establish an irrevocable transfer of the domin- 
ion and control of such gifts to alleged donees so that he 
can exercise no further act of dominion or control over it, 
there is no valid gift inter vivos. 

2. In such a situation the transfer of corporate stock 
upon the books of a corporation and the issuance of new 
certificates in the names of such donees is insufficient in 
and of itself to constitute a valid gift inter vivos. 

3. Upon the evidence, it is held that respondent correctly 
included the profits realized upon the sale of certain stocks 
in such donor’s taxable net income, since no gift of such 
stocks was accomplished.—Theodore C. Jackson and W. R. 
Gallagher, Administrators of the Estate of Charles B. Maxwell 
v. Commissioner, Dec. 8939 [CCH]; Docket No. 57026. 


Income; When Taxable on a Cash Receipts Basis—On 
December 28, 1927, the petitioner placed an order with a 
broker to sell, and the broker sold, certain stock, crediting 
the petitioner’s account with the selling price and delivering 
to the purchaser certificates other than those held by the 
petitioner. On December 29, 1927, the petitioner delivered 
its certificates to the broker which certificates, at its re- 
quest, were reissued in favor of and delivered to the broker 
on December 30, 1927. The broker paid the selling price 
of the stock to the petitioner on January 3, 1928. The peti- 
tioner was on the cash basis of accounting and reporting 
income. The profit realized in the sale of the stock is held 
to be taxable in 1927, receipt by the agent being regarded as 
receipt by the principal. —The Huntington National Bank, 
Trustee of Janet and Jean Runkle v. Commissioner, Dec. 8922 
[CCH]; Docket No. 53535. 

Black wrote a dissenting opinion, in which he says: 


Although as a general rule, income when paid to an agent is income 
to the principal, there are exceptions to this doctrine of constructive 
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receipt by the principal. Generally, a receipt will not be taxed to the 
principal when it comes to the agent unless the agent, is acting exclu- 
sively for the taxpayer and the fund is in the hands of the agent, 
unqualifiedly subject to the demand of the ag principal. Sydney 
F. Tyler et al. Trustees, [Dec. 8108], 28 B. T. A. 367. 


Losses.—Expenditures incurred in connection with the 
organization of a corporation and increases of its capital 
stock, and fees paid to list the additional stock on the New 
York Stock Exchange, are “not deductible as losses sus- 
tained in the year of merger with another corporation.— 
Motion Pictures Capital Corporation v. Commissioner, Dec. 
8921 [CCH]; Docket Nos. 60564, 62440. 


Property Ownership of Husband and Wife Under Cali- 
fornia Law.—Prior to July 29, 1927, petitioner and her hus- 
band, while residing in the State of California, acquired, 
either on their joint credit responsibility or with their joint 
funds, certain shares of corporate stock which were regis- 
tered in petitioner’s name and thereafter held in petitioner’s 
name, but concerning which there were at all times an oral 
agreement and understanding that the ownership of the 
stock should be on a share and share alike basis between 
husband and wife. It is held that such shares were not the 
separate property of petitioner nor community property of 
petitioner and her husband, under the laws of the State of 
California, but were owned by them as tenants in common, 
and petitioner is taxable with only one-half of the dividends 
received thereon, and not with the entire dividends as the 
Commissioner has determined.—Helen H. Bullis v. Commis- 
sioner, Dec. 8943 [CCH]; Docket Nos. 68164, 73954. 


Railroads: Tax Liability—1. In a consolidated return of 
affiliated railroad corporations, the cost of intercompany 
transportation of material used in capital construction must 
be eliminated from operating expense deduction. Such cost 
figure, upon the evidence, determined to be 7 mills per ton 
mile. 

2. Section 203, Revenue Act of 1926, is designed, as a 
general rule, to recognize gain or loss upon the exchange 
of property and to provide specific exceptions. 

3. Exchange of property originally acquired for a pro- 
posed new railroad line the construction of which was later 
abandoned, whereupon the property was held for disposi- 
tion, for property thought to be more readily marketable, 
was not within Section 203(b)(1), and involves recognizable 
gain or loss. 

4. The recognition of gain or loss from the sale or dis- 
position of land under a contract for periodic payments is 
not conclusively determined by the passage of title but is 
more largely influenced by the accrual or rightful receipt 
of the price and the transfer of the substantial burdens and 
benefits of ownership. 

5. The failure of a taxpayer, through simple error, to 
include gain in taxable income when realized in 1920 does 
not estop him to contest a deficiency based on the inclusion 
of such amount in income of 1926, especially when the year 
1920 was still open and in litigation before the Board at the 
time of the determination and proceeding involving 1926. 

6. The computation of gain or loss upon retirement of 
equipment in 1924 requires no adjustment for depreciation 
stipulated to have been “sustained” in years prior to 1909 
when there was no federal tax in the measure of which 
depreciation was a factor, since such depreciation was not 
“previously allowed’ within Section 202(b), Revenue Act 
of 1924. , 

7. Contributions made by a railroad corporation to its 
hospital fund separately maintained, were held, under the 
terms of the fund regulation, to be deductible as ordinary 
and necessary expenses. 

8. The taxpayer,:in 1923, agreed with H that H was to 
construct a branch line and if completed the cost thereof 
was to be reimbursed by taxpayer to H. Taxpayer, before 
completion or payment, charged full amount of cost to capi- 
tal, and in 1925 advanced part to H. H failed, in 1926, to 
complete, and in 1930 taxpayer transferred the unpaid 
amount from capital to suspense. It was held that there 
was no income in 1930.—Union Pacific Railroad Company v. 
Commissioner, Dec. 8932 [CCH]; Docket Nos. 51530, 70183, 
70219. 

Smith dissents on the first issue, with opinion to the effect 
that it is improper to eliminate from gross income of the 
carrying company the amount paid it by another company 
of the affiliated group for transportation of materials used 
in additions and betterments, and that the estimated figure 
of 7 mills per ton mile was not justified. 
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AAA Adjustment Payments to April 1 Reach 678 
Million Dollars 


UMULATIVE expenditures covering rental and 

benefit payments to producers cooperating in 
agricultural adjustment programs, removal of sur- 
plus operations, and administrative expenses, charge- 
able against receipts from processing taxes amounted 
to $776,103,578 up to April 1, while processing tax 
receipts for the same period amounted to $777,540,894, 
according to the last monthly report of the Comp- 
troller of the Agricultural Adjustment Administration. 


Rental and benefit payments, cumulative for all 
programs, by commodities are listed as follows: cot- 
ton, $224,962,539; wheat, $162,444,856; tobacco, 
$31,216,317; corn-hogs, $253,536,280; and _ sugar, 
$6,256,933. Removal of surplus operations paid out 
of processing taxes include: hogs, $46,081,425 ; wheat, 
$6,097,239; dairy products, $10,958,431; sugar, 
$365,536; and peanuts, $350,911. Administrative ex- 
penses totaled $33,833,107. 

Following are the reported amounts of processing 
tax collections, totaled by commodity on which col- 
lected: wheat, $212,546,669; cotton, $219,116,924; 
compensatory taxes on paper and jute, $11,935,120; 
tobacco, $42,494,098; field corn, $9,783,598; hogs, 
$227 576,411 ; sugarcane and sugar-beets, $48,459,991 ; 
peanuts, $1,829,189; cotton ginning tax under Bank- 
head Cotton Control Act, $666,336; tobacco produc- 
ers sales tax under Kerr-Smith Tobacco Control Act, 


$3,132,554. 


Expenditures amounting to $166,911,518 for which 
funds have been made available through specific ap- 
propriations, or through trust fund receipts, and 
which are not financed by the processing taxes, also 
were reported. 


Withholding Tax at Source 


Treasury Decision 4535, XTV-12-7393 (p.7) amends 
the first paragraph of Article 143-2 of Regulations 
86 (corresponding to Article 762 of Regulations 77) 
by adding two words “and dividends” at the end 
thereof. As amended, Article 143-2 reads: 

Art. 143-2. Fixed or determinable annual or periodical 
income.—Only fixed or determinable annual or periodical 
income is subject to withholding. The Act specifically in- 
cludes in such income, intercst, rent, salaries, wages, 
premiums, annuities, compensations, remunerations, and 
emoluments. But other kinds of income are included, as, 
for instance, royalties and dividends. 

The last sentence of the first paragraph of Article 
143-3 of Regulations 86 (corresponding to Article 
703 of prior regulations) is amended by striking out 
the words “subject to taxation under Title I” and 
inserting in lieu thereof “organized under the China 
Trade Act, 1922,” and by striking out the words “by 
a corporation organized under the China Trade Act, 
1922,” so that such sentence will read (changes in 
italics) : 

No withholding from dividends paid by a corporation 
organized under the China Trade Act, 1922, is required unless 
the dividends are treated as income from sources within 
the United States under section 119 and are distributed 


[“by a corporation organized under the China Trade Act, 
1922” omitted—CCH.] to— 


(a) A nonresident alien individual other than a resident 
of China at the time of such distribution; 
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FOR PHOTO-PRINTS 
CALL HANOVER 2-0350 






























What Are PHOTO-PRINTS? 


A Photo-Print is an inexpensive 
photographic reproduction made di- 
rect upon a specially sensitized paper, 
without the intervention of any glass 
or film negative. By this method 
any kind of subject matter—written, 
drawn, typewritten or printed—can 
be reproduced with a speed and 
accuracy unequalled by any other 
process. 


How Are They Made? 


The original document or other 
matter to be copied is placed on the 
copyholder under the lens of the 
Photo-Printing machine. An expo- 
sure is made, the resulting print is 
developed and fixed within the ma- 
chine, and emerges in a few min- 
utes in the form of 
a paper NEGA- (Sincere 
TIVE (Black 
Copy), like this 
»—> 





regular mach 


Of course yo 
blacks and p 
that by usin 








If a positive (White Copy) is de- 
sired, the negative is placed under 
the lens, the process repeated, and 
the resulting copy is an EXACT 
fac-simile of the 
original work, like 


this —> 


PRICE 


OUR PHOTO-PRINTS ARE MORE ECONOM.- 
ICAL THAN RETYPING. HAND COPYING 
OR OTHER METHODS OF REPRODUCTION 
IN THEIR FIELD. 


QUALITY 


WE FURNISH FACSIMILE BLACK AND 
WHITE COPIES THAT ARE FADE PROOF, 
SMUDGE PROOF AND MOISTURE PROOF. 


SERVICE 


MANHATTAN’S SERVICE IS EQUIVALENT 
TO HAVING YOUR OWN REPRODUCTION 
DEPARTMENT AND WITHOUT THE OVER- 
HEAD OR EXPENSE! 


Manhattan Repro. Service Corp. 
RM. 514 RM. 516 
27 William Street 40 Exchange Place 


220 BROADWAY 


NEW YORK CITY 
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(b) A nonresident partnership composed in whole or in 
part of nonresident aliens (other than a partnership resi- 
dent in China); or ; 

(c) A nonresidential foreign corporation (other than a 
corporation resident in China). 

The next to the last sentence of the first paragraph 
of Article 144-1 of Regulations 86 (corresponding to 
Article 781 of Regulations 77) is amended by strik- 
ing out the words “except dividends paid by a corpo- 
ration subject to taxation under Title I” and inserting 
in lieu thereof “except dividends paid by a domestic 
corporation subject to taxation under Title I,” so 
that such sentence will read (changes in italics) : 

Withholding of a tax of 1334 per cent is also required in 
the case of payments of other fixed or determinable annual 
or periodical income from sources within the United States 
to nonresident foreign corporations, except dividends paid 
by a domestic corporation subject to taxation under Title | 
other than dividends distributed by a corporation organ- 
ized under the China Trade Act, 1922, to a nonresident for 
eign corporation which is not a resident of China. 





Rulings of the Bureau of Internal Revenue 


(Continued from Page 351) 


Enrollment and Disbarment.—(See ruling under heading 
“Practice Before the Treasury Department.’’) 


Excise Tax on Lubricating Oil and Gasoline.—The con- 
struction and/or maintenance of a commercial airport by 
a state or political subdivision thereof does not constitute 
the exercise of an essential governmental function within 
the meaning of Section 620, as amended. Accordingly, sales 
of lubricating oil and gasoline to a state or political subdi- 
vision thereof for such use are not exempt from the taxes 
imposed by Sections 601(c)1 and 617 of the Revenue Act 
of 1932, as amended.—S. T. 801, XI V-15-7428 (p. 18). 


Exclusions from Gross Income: Compensation of State 
Officers and Employees.—Profits derived by the State of 
Virginia from the operation of liquor stores by the State 
are not subject to Federal income tax. The compensation 
of employees of the state for services rendered in connec- 
tion with the operation of liquor stores by the state is 
subject to Federal income tax.—I. T. 2886, XIV-16-7439 
(p. 4). 


Gift Tax.— Where a gift consists of a transfer of property 
in trust, the amount of the gift for the purpose of comput- 
ing gift tax is the value of the property at the date of 
transfer undiminished by trustees’ commissions.—E. T. 7, 


XIV-16-7445 (p. 24). 


Manufacturers’ Excise Tax.—Sales by a subsidiary on or 
after June 21, 1932, of articles subject to tax under Title IV 
of the Revenue Act of 1932 which were acquired from the 
manufacturer (parent corporation) shortly before that date 
by a colorable sale are taxable as sales by the manufacturer. 


—G. C. M. 14526, XITV-15-7427 (p. 17). 





The product known as petrolatum, an amorphous wax 
obtained as a by-product from the dewaxing of residual 
petroleum oil in the manufacture or production of lubricat- 
ing oils, is not taxable as lubricating oil under Section 
601(c)1 of the Revenue Act of 1932, as amended, and that 
the manufacturer of such product will not be required to 
obtain from the purchasers thereof the exemption certifi- 
cates prescribed by Article 43 of Regulations 44 (1934).— 
>. T. 803, XI V-16-7446 (p. 25). 


Sales by a subsidiary on or after June 21, 1932, of articles 
subject to tax under Title 1V of the Revenue Act of 1932 
which were acquired from the manufacturer (parent cor- 
poration) shortly before that date by colorable sales are 
taxable as sales by the manufacturer.—S. T. 804, XI V-17- 
7458 (p. 19). 

Mutual Insurance Companies Other Than Life: Returns. 
—Treasury Decision 4543, XIV-17-7457 (p. 3), extended 
the time to mutual insurance companies other than life for 
filing income tax returns. Form 1030, for the calendar 
year 1934, under Section 53 and Section 56 (c) of the Rev- 
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enue Act of 1934, to May 15, 1935. Interest on one-fourth 
of the amount of the tax on any return, accrued at the 
rate of 6 per cent from March 15, 1935. 


Practice Before the Treasury Department.—The Bureau 
is in receipt of a memorandum from the secretary, Com- 
mittee on Enrollment and Disbarment of the Treasury 
Department, which is quoted below for the information 
and guidance of all concerned: 

The new green cards entitling attorneys and agents to practice before 
the Treasury Department will be mailed by the Committee on Enrollment 
and Disbarment April 1, 1935. Thirty days will be allowed for getting 
these into the hands of the entire enrolled membership. Until May 1, 
1935, either the white or green permanent card may be recognized. 
After that date, only the green card is to be recognized. Temporary 
cards will continue to be white. 

Officials and employees of the Bureau will be governcd 
by the instructions contained in the above-quoted memo- 
randum, and after May 1, 1935, will not recognize any 
attorney or agent who is not able to present for their 
inspection either a new green permanent card or a white 
temporary card. The white temporary card is effective 
for a period of six months from the date of issuance. 

Correspondence with respect to the instructions con- 
tained in this mimeograph should be addressed to the Com- 
missioner of Internal Revenue, attention PUB. REL. 
—Mim. 4317, XI V-17-7460 (p. 24). 


Partnerships: Basis of Gain or Loss on Sale by Partner- 
ship of Assets Contributed in Kind by Partners.—G. C. M. 
10092 (C. B. XI-1; 114) holding that the basis for comput- 
ing gain or loss upon the sale by a partnership of an asset 
contributed in kind to the partnership enterprise is the cost 
or other basis thereof to the contributing partner, that any 
gain or loss computed on such basis should be taken into 
account for income tax purposes at the time of sale of the 
asset, and any gain should be taxed to the partners in 
accordance with their distributable shares of the partner- 
ship income will be followed by the Bureau pending out- 
come of further litigation of the question involved.—Mim. 
4311, XIV-15-7224 (p. 6). 

In Helvering v. Walbridge, 70 Fed. (2d) 683, affirming a 
memorandum opinion by the Board of Tax Appeals, and in 
Helvering v. Archbald, 70 Fed. (2d) 720 [Certiorari denied, 
293 U. S. 594], the Board of Tax Appeals was sustained in 
holding that upon a sale by a partnership of property con- 
tributed by a partner at the time of organization at its then 

value (which was greater than the partner’s cost or other 
basis) for a price greater than the value when contributed, 
the basis for computing the gain of the partnership is such 
value, and that neither the individual partner’s distributive 
share of partnership income nor his other income may in- 
clude as gain the earlier increment. The circuit court deci- 
sions are contrary to G. C. M. 10092. 


Recognition of Gain or Loss on Property Exchanges.— 
Where gold notes of the M Corporation were converted 
into preferred stock of that corporation in January, 1934, 
the unpaid interest accrued from August 1, 1933, to Decem- 
ber 31, 1933, was properly treated as an accrued liability 
deductible in the return for the year 1933. As the liability 
which was accrued in 1933 was canceled in 1934, the amount 
thereof constitutes taxable income for the latter year. The 
dividend paid on the preferred stock on February 1, 1934, is 
taxable to the recipient stockholders.—I. T. 2884, XIV-15- 
7423 (p. 4). 


Returns—Information Required Regarding Preparation 
of Returns.—Accountant who made an audit and report, 
for the specific purpose of aiding a tax practitioner in the 
preparation of an income-tax return of a taxpayer, should 
execute with the practitioner the affidavit required by T. D. 


4476 (1. R. B. XITT-40, 3).—I. T. 2883, XTV-15-7422 (p. 2). 


State Sales Taxes—Federal Income Tax Deduction.—The 
gross receipts tax, effective July 1, 1934, imposed by the 
State of Kentucky upon the sale of personal property at 
retail is deductible by the vendee for Federal income tax 
purposes. 

Recommended that I. T. 2840 (1. R. B. XIII-53, 2) be 
revoked.—G. C. M. 14607, XIV-14-7410 (p. 2). 


In view of G, C. M. 14607 [preceding] holding that Ken- 
tucky gross receipts tax is deductible by the vendee, I. T. 
2840 (holding the tax deductible by vendor) is revoked.— 

T. 2879, XIV-14-7411 (p. 3). 
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For Federal income tax purposes, the sales tax imposed 
by the Ohio retail sales tax act of December 13, 1934, is 
deductible in the return of the consumer as a tax under 
Section 23(c) of the Revenue Act of 1934.—I. T. 2882, XIV- 
15-7421 (p. 2). 

Stamp Taxes.—Transfer of stock from the name of a 
guardian to the name of the ward in Pennsylvania is not 
subject to stamp tax.—S. T. 805, X1V-17-7459 (p. 20). 

Taxes of Foreign Countries: Credit for Mexican Absen- 
teeism Tax.—The absenteeism tax imposed by Mexico un- 
der the law promulgated February 22, 1934 (effective March 
1, 1934), may be claimed as a credit against United States 
income taxes, subject to the statutory provisions and limi- 
tation of Section 131 of the Revenue Act of 1934.—G. C. M. 
14625, XIV-16-7440 (p. 5). 

(See also matter under heading “Deductions of Taxes at 
Source.” ) 

Withholding Tax at Source on Bonds Which Matured 
November 1, 1933.—Under an agreement between the bond- 
holders of the M Corporation and the bondholders’ com- 
mittee, the committee took possession of the property 
securing bonds of that company maturing November 1, 
1933, which bonds contained a tax-free covenant. The 
committee has collected rentals and made payments there- 
from of interest on the bonds since November 1, 1933. 

The committee as assignee of the obligor corpo- 
ration should withhold the tax on the interest payments. 


—G. C. M. 14549, XI V-17-7451 (p. 4). 


History of Budget-Making in Los Angeles 
(Continued from Page 332) 


gations, pay its employees, and take advantage of 
discounts for cash, the city must carry a sufficient 
reserve fund to be able to loan the departments 
sufficient money which, together with the income 
received, will meet the obligations. If it does not 
carry a large enough reserve fund, it must refuse pay- 
ment of its current obligations, register its warrants, 
and make payment as soon as the revenue is received. 

I believe that the following facts have proven the 
value of the present budget system: 

Ist. Since the depression the general city budget 
has been reduced from $25,660,000 to $16,000,000 with 


little detriment to services rendered. 
2nd. Los Angeles has never defaulted on the pay- 


ment of either principal or interest of its municipal 
bonds. 
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3rd. That it has maintained sufficient cash in its 
reserve fund during the depression to meet the pay- 
rolls and all other obligations without borrowing 
any money between tax collection periods. 

4th. The combined estimate of revenues for eight 
years, made each year on May Ist for the coming 
fiscal year, resulted in extraordinary accuracy with 
an error of only 1.1 per cent. 


Total collections for 8 years 
Total estimates for 8 years 


_ $183,782,175 
181,733,868 


-_. $ 2,048,307 


Tacks and Tax 


By Professor Dexter Williams 


Revenue in excess of estimates 


MAN entered a hardware store. The proprietor stepped 
i forward briskly. “What can I do for you, sir?” “I 
want a box of carpet tacks,” replied the customer. 
The hardware dealer walked to the back of his store, and 
came forward again in a moment with the tacks. 
“How much?” inquired the purchaser. 
The hardware dealer took a pencil from behind his ear, 
pursed his lips, and said, “Let’s see, m-mm—ten cents for 
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tacks, plus a manufacturers’ tax of two cents, that makes 
the price twelve cents. Then there is a sales tax of one 
cent which makes the total cost of the tax and the tacks 
thirteen cents.” , 

“Wait a minute,” pleaded the buyer, “just give me plain 
carpet tacks.” 

The hardware dealer ran his fingers through his hair. 
“I’m just trying to explain how the sales and manufactur- 
ing tax apply to tacks—” 

The customer shrugged his shoulders. “I want carpet 
tacks and you’re taxing my patience with sales tax and 
manufacturers’ tax.” He took the hardware dealer by the 
arm and explained earnestly. “I haven’t any sales or manu- 
facturing to nail down. All I want to do is nail down a 
rug and to do that I need carpet tacks, t-a-c-k-s.” 

“T know,” answered the dealer, “but the sales tax—” 

The customer began jumping up and down, and shout- 
ing incoherently. This brought a crowd to the front of the 
store, and presently an officer entered. 

“What’s going on?” he demanded. 

The owner of the store replied, ‘““This man asked for car- 
pet tacks. I explained that there are certain tax on tacks. 
The tax must be added to the tacks—” 

“He’s crazy, officer,” broke in the customer. “I want car- 
pet tacks, and all he talks about is sales tax and manufac- 
turers’ tax. I’m not a manufacturer, and I don’t own a 
boat. All I have is a rug and hammer. I want tacks 
I demand tacks my rugs need tacks.” 

“Let’s get down to brass tacks, boys,” admonished the 
officer. “Don’t get off on the wrong tack. This gentleman 
wants tacks and you,” pointing to the hardware dealer, 
“must get tax for tacks. Just a minute. I’m getting like 
you guys.” He hurried over to the phone. 

“Operator, give me the County Booby Hatch.” 
few seconds, 


After a 
“The chief, please. What’s that? He went 
crazy figuring his Income Tax?” He dropped the phone 
and leaned weekly against the wall. 

sy this time the hardware dealer and his customer were 
on the floor cutting out paper dolls with heads like tacks, 
and were slowly chanting: “Tacks, Tacks, Rickety Rax, 
Rah, Rah, Tax, Tax.” 

The officer took one look and went out the door mutter- 
ing to himself: “Well, if I don’t go batty after this, I guess 
I’ve got what it tax.” 

(Reprinted from Phoenix Flame, published by Phoenix 
Metal Cap Co.) 





Amendments of Regulations 


Depletion—Definition of “Gross Income from the 
Property” 


Article 221(g¢) of Regulations 77 and Article 23(m)-1(¢) 
of Regulations 86 are amended by Treasury Decision 4540 
(X1IV-16-7447 (p. 4)) by making the last two sentences 
thereof a paragraph, and by inserting immediately before 
such paragraph a new paragraph as follows: 

In the case of oil and gas, if the crude mineral product is not sold on 
the property but is manufactured or converted into a refined product 
or is transported from the property prior to the sale, then the “gross 
income from the property” shall be assumed to be equivalent to the 
market or field price of the oil or gas before conversion or transportation. 


[Signed by Wright Matthews, Acting Commissioner of Internal Revenue, 


and approved April 12, 1935, by T. J. Coolidge, Acting Secretary of the 
‘Treasury.] 


Gross Income—Improvements by Lessees 


Article 63 of Regulations 74 and 77 is amended by Treas- 
ury Decision 4539 (XIV-15-7431) to effect changes in phrase- 
ology and to omit provision for loss based on March 1, 
1913, value in cases where buildings are destroyed, which 
represent improvements by lessees on leased property ac- 
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quired by the lessor before March 1, 1913. F ollowing is the 
text, with changes shown in italics and matter in prior 
regulations which is omitted in the revised version shown 
in bold face between brackets: 


Art. 63. Improvements by lessees.—Jf [when] buildings are erected 
or improvements made by a lessee [in pursuance of an agreement with 
the lessor,] and such buildings or 9 1g omg immediately become the 
property of the lessor, as, for instance, if they are not subject to removal 
by the lessee, the lessor may at his.option report the income therefrom 
upon either of the following bases: 

(a) The lessor may report as income at the time when such build- 
ings or improvements are completed the fair market value of such 
buildings or improvements subject to the lease. 

(b) The lessor may spread over the life of the lease the estimated 
depreciated value of such buildings or improvements at the expiration 
[termination] of the lease and report as income for each year of the 
lease an aliquot part thereof. 

If [for any other reason than a bona fide purchase from the lessee 
by the lessor] the lease is terminated so that the lessor comes into 
possession or control of the property prior to the time originally fixed 
for the expiration [termination] of the lease, the lessor shall report 
[receives additional] income for the year in which the lease is so 
terminated to the extent that the value of such buildings or improve- 
ments when he becomes [became] entitled to such possession exceeds 
the amount already reported as income on account of the erection ot 
such buildings or improvements. No appreciation in value due to causes 
other than the [premature] termination of the lease shall be included. 

[Conversely] If the buildings or improvements are destroyed prior to 
the expiration of the lease, the lessor is entitled to deduct as a loss for 
the year when such destruction takes place the amount previously re- 
ported as income because of the erection of such buildings or improve- 
ments, less any salvage value subject to the lease, to the extent that 
such loss is [was] not compensated for by insurance or otherwise. [If 
the buildings or improvements destroyed were acquired prior to March 1, 
1913, the deduction shall be based on the cost or the value subject to 
the lease as of that date, whichever is higher, less any salvage value 
subject to the lease to the extent that such loss was not compensated 
for by insurance.] (See articles 130 and 204.)—[Signed by Guy T. 
Helvering, Commissioner, and approved April 10, 1935, by L. W. 
Robert, Jr., Acting Secretary of the Treasury.] 





State Taxation of Banks 
(Continued from Page 327) 


ured by their net income” which has no meaning in 
actual fact although it is one of the ways suggested 
in the Federal banking law. 


But the solution of the problem of taxing commer- 
cial banks, particularly national banks, is not to be 
found at the present time in economic or fiscal theory, 
for the reason that the problem is primarily one of 
correction and readjustment of ancient political 
theories to meet the needs of a new age and new 
conditions—political theories which for a century or 
more have formed the basis of the efforts made 
through Federal legislation and Federal court deci- 
sions to magnify and to establish firmly the powers 
of the Federal Government. As we have pointed out 
in greater detail in other articles,?* there may have 
been great merit in such propositions as that of Chief 
Justice Marshall’s celebrated dictum that “the power 
to tax is the power to destroy,” but there is not the 
slightest evidence in any state tax legislation of the 
last quarter century that such legislation endangers 
the existence of the Federal Government or impairs 
its powers. 


From the point of view of fiscal necessity there 
can be little doubt that the states should have com- 
plete freedom in their efforts to bring the taxation of 
national banks into line with that of other business 
enterprises; and, reasoning from analogy in other 
tax fields, such as that of inheritance taxation, it is 
very improbable that the states would so use their 
power as to impair or inhibit the powers of the Fed- 
eral Government: nevertheless, the states, in the 
present situation of fiscal affairs, with Congress un- 
able or unwilling to pass remedial legislation that 
will meet the approval of the United States Supreme 
Court, can do nothing else than to accommodate 








21THe Tax MaGazineg, July 1933, Feb. 1934. 
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themselves, as best they can, to permissible methods 
of taxation, even though those methods fail to estab- 
lish relations of equity and justice in the taxation of 
national banks and other types of business enterprise. 


Tax Exemption in New York State 
(Continued from Page 336) 


problem. It is the fact that local assessors decide 
what property is entitled to exemption under State 
law that causes most of whatever unlawful and ob- 
jectionable exemptions there now are. The desire to 
favor local groups, and to give special privileges to 
personal acquaintances is no doubt of considerable 
influence in the decisions of many local officials. 


It is also true that if each county could decide what 
property might be exempt, many jurisdictional in- 
equalities and special tax exemption inducements, 
together with unfair tax and business competition 
between counties, would inevitably follow. It was 
to avoid this that the New York State Constitution 
was amended to require exemption to be authorized 
only by general amendment to general State laws. 
It was to improve administration and eliminate pos- 
sibilities of local favoritism that the 1934 report of 
the Connecticut Special Tax Commission recom- 
mended to the legislature of that State that further 
private exemption should be granted only after ap- 
proval by the State Tax Commission.® A bill, includ- 
ing a similar proposal, is now before the New York 
Legislature. It is believed that such a law, though 
directly contrary to the principles of Senator Slater’s 
1917 bills, would do much to eliminate inequitable 
exemptions. 

Mr. Crider presents the following example of the 
“menace” of exemption under legislative control: 

Charitable corporations, if they saw fit under existing 

laws, could purchase the entire county and operate their 
enterprises without paying one penny in taxes. 
To answer in detail such an obvious sophism would 
seem to be unnecessary. It should be remembered 
that tax rates vary directly with the cost of govern- 
ment, which, in turn, depends upon the need for col- 
lective control of conflicting interests—to the extent 
that the conflicting interests are reduced, the cost of 
government, hence the tax rate, falls. To the extent 
that the property in a county 1s owned by the type of 
institution defined in Subd. 4, Sec. 6 of the New York 
Tax Law, the cost of governmental control and serv- 
ice is reduced by at least an equal amount. If all 
the property in a county were owned by a single 
charitable institution and therefore tax exempt; the 
real property tax rate might even disappear, but the 
costs of necessary collective control would be as- 
sessed against its beneficiaries in some other way 
and the ultimate cost would be determined locally as 
it now is. 


It is also, perhaps, not out of place, to point out 
that exempt institutions do not buy vast areas of 
property for the sole purpose of removing them from 
the tax rolls. Private exemption is not solely or even 
primarily a business proposition. It is designed to 





® Report of the Connecticut Temporary Commission to Study the Tax 
Laws of the State and to Make Recommendations Concerning Their 
Revision; Hartford, 1934, pp. 243-250. 
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foster and provide important public benefits.. There 
is no division of interest between the State, the 
municipalities, the taxpayers, or the exempt institu- 
tion on this score. 


Mr. Crider discusses the importance of a recent 
New York case denying educational exemption of the 
real property owned by the Rye Country Day School. 
The New York Court of Appeals has affirmed this 
decision in People ex rel. Rye Country Day School v. 
Schmidt et al., 266 N. Y. 196. The focal point of the 
situation in this case was the provision of the by- 
laws permitting stockholders to share the proceeds 
of the property upon dissolution of the corporation. 
This does not conform to the statutory requirement 
of no “pecuniary profit.” More recently the New 
York Court of Appeals has held that not only is the 
property of this school not exempt, but that the insti- 
tution is so organized as to constitute a business cor- 
poration taxable upon its net income under article 
9A of the Tax Law (Franchise tax), in Rye Country 
Day School v. Lynch, decided Feb. 26, 1935, 266 N. Y. 
(Mem.) 151, affirming without opinion 239 A. D. 614. 


These decisions are in full accord with the estab- 
lished exemption policy of the State. Those who 
most ardently support the policy agree that only if 
the exempt institution is beyond any question of a 
doubt eleemosynary and non-pecuniary in its opera- 
tion, is it entitled to exemption. A thorough admin- 
istrative enforcement of the principles of these 
decisions will do more to answer any real objections 
to charitable exemption than anything I can say in 
this discussion. 

The New York State Commission for the Revi- 
sion of the Tax Laws has recently issued its fifth report 
(Leg. Doc. — 1935 — No. 62). Asa part of the tax 
program the Commission presents a detailed sum- 
mary of the exemption tables from the State Tax 
Commission’s annual reports, together with a rather 
complete anthology and bibliography of the subject. 
The Comuaements recommendations are contained 
in the following paragraph at the end of the discus- 
sion (p. 63): 


As to real property exemptions, the case for discon- 
tinuing them as to land acquired in the future, and future 
increments in value to land now held still seems to us valid. 
Taxation is not a tribute levied by and paid to a foreign 
power. It is merely the means by which we collectively 
finance the policies upon which we have collectively deter- 
mined. From the point of view of the general property 
tax, property is simply evidence of ability to pay, and 
as such is not affected by its use. 

The reasoning of this recommendation seems a bit 
obscure. The report itself does not disclose its 
elaborations. However, it is at least worth noting 
that the Commission, by ‘implic ation, approves the ex- 
isting exemptions, and does not recommend Senator 
Slater’s decentralized administration. 


In the light of these facts, it is not likely that there 
will be any change in the present exemption policy 
of New York State in the immediate future. With 
the return to normal business conditions, it is prob- 
able that most of the present agitation will subside. 
Whatever the upshot of the matter may be, it is cer- 
tain that no change of policy will save the taxpayers 
one cent of money in the long run and that whatever 
shift in the incidence of taxation it may cause, will 
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undoubtedly be compensated by shifts in the inci- 
dence of other social costs. Indeed, after a rather 
detailed study of the entire field, I have been con- 
vinced that by charitable, religious and educational 
exemptions from the General Property tax the local 
real estate owners are saved far more money than 
they contribute by the exemption granted. 





Tax Delinquency 
(Continued from Page 330) 


Why have property taxes caused this apparent 
burden? The answer may be found in the fact that, 
“during the last ten years or more, states and local 
political units have made a lavish and extravagant 
use of public funds, oftentimes secured through bor- 
rowing, for projects which in many cases never could 
be productive and which many communities could 
not possibly afford. As a consequence, many com- 
munities have been living off their capital ; and, now, 
that the hectic period of prosperity has given way to 
a prolonged period of depression, the burden of tax- 
ation has driven taxpayers almost to open revolt 
against government although many of them were 
responsible for tacitly approving or actively advo 
cating increased public expenditures through  in- 
creased borrowing.” ™* 


Burdensome Special Assessments 


Delinquency in the case of vacant lots and unde- 
veloped subdivisions may in a large degree be attrib- 
uted to special assessments. Speculation has prompted 
many promoters and builders in boom times to over- 
burden land with expensive and often unnecessary 
improvements. ‘The special assessments required to 
finance such projects do not appear excessive as long 
as land values are maintained, but immediately upon 
the decline in price levels the assessments become 
excessive and out of proportion to the sale value oi 
the property. The owner then finds it difficult to 
meet the annual payments. In many instances he 
may deem it wise not to pay such cost due to the 

rapidly decreasing market for the land. 


The special assessments have also been employed 
as a method whereby tax limitation laws may be 
avoided. This is true especially where the bonded 
indebtedness dangerously approaches the constitu- 
tional debt limit. Not only has frequent use of this 
policy been true in the past, but it is actually being 
exercised in’ some instances today for projects of 
questionable merit and value. 


Tax Campaigns 


N MANY cities extraordinary methods of collect- 

ing taxes have been adopted to stimulate tax pay- 
ments and to decrease delinquency. In this respect 
the “Pay Your Taxes Campaign” has been effectively 
employed. The idea was developed by the National 
Municipal League of New York City, which has for 
the past three years cooperated in conducting local 
campaigns. This new movement has proved out 
standingly successful and has resulted not only in 
the collection of millions of dollars in delinquent 





13 E, S. Todd, Tue Tax Macazine, April 1934, p. 166. 
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taxes but has actually improved current tax collec- 
tions in many places. 


The aim of such a campaign is primarily to educate 
the public to the many services rendered by their city 
and that taxes should be paid. In the majority of 
cities the campaign has been sponsored by a local 
civic organization or by a special citizens’ committee. 
The campaign committee in some cities has organized 
the drive on a large scale, modeled frequently along 
the lines of a community chest project, to solicit the 
payment of taxes by everyone able to do so. In 
other instances the committee has undertaken a sys- 
tematic study of the entire local government, recom- 
mended and secured needed economies, revised tax 
laws, reorganized collection methods and aroused an 
interested and enthusiastic public. 


The successful campaign should not only bring in 
revenue to meet a city’s immediate financial needs 
but should result in the reforms necessary to mini- 
mize tax delinquency in the future. 


Among the cities which have conducted highly 
successful campaigns are: Trenton and Newark, 
N. J., Columbus and Dayton, Ohio, Buffalo and 
Rochester, N. Y., Tacoma, Wash., Beaumont and 
Houston, Texas, Memphis, Tenn., and Detroit, Mich. 


A typical campaign was the one conducted in the 
fall of 1934 for the city of Buffalo, N. Y. by the Junior 
Chamber of Commerce in cooperation with the city 
officials which resulted in the liquidation of one-half 
of the back taxes due on August 1, 1934 amounting 
to about $6,000,000. Two plans were offered by the 
city for the payment of back taxes: (1) the cash 
plan provided that those property owners whose tax 
sale certificates were held by the city could pay the 
original amount of levy plus 6 per cent interest with 
the condition precedent that the first half of the 1934-35 
taxes must be paid; and (2) the installment plan 
which permitted payment of back taxes in five equal 
annual installments with penalties and interest com- 
promised 50 per cent upon final payment if all city 
taxes then due were paid and provided that there 
were to be no foreclosure proceedings for such back 
taxes if the installments were paid on time. 


The campaign plans were drafted by and material- 
ized in the hands of the taxation committee of the 
Junior Chamber of Commerce. The method of pro- 
cedure in brief was: (1) A survey was made of 
tax delinquency and methods employed by other 
cities to meet the situation. (2) All delinquents 
owing over $1,000 were personally interviewed by 
selected members of the Junior Chamber of Com- 
merce. (3) A letter advising of the campaign and 
tax payment plans was sent to every delinquent. 
(4) The advantages of the cash plan to a mortgagee 
were explained to the banks and insurance companies 
holding local mortgages. (5) The radio, press, public 
talks and window displays were used to the fullest 
extent. 

The success of Buffalo’s campaign can be attrib- 
uted not only to the liquidation of the city’s delin- 
quent taxes but to the fact that current tax collections 
increased substantially during the campaign over the 
same period for the previous year. The taxpayers of 
Buffalo were shown that it was to their advantage 
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and the community’s interest that back taxes be paid 
and current taxes paid on time. 


Cooperation and interest in a city’s welfare need 
not be limited to a few people but all good citizens 
can become tax minded and backers of campaigns to 
aid depleted treasuries and to relieve friends of tax 
worries. 


New Tax Publications 


Federal Tax Accounting, by J. F. Sherwood, C. P. A., 
lecturer on taxation, University of Cincinnati and College 
of Mount St. Joseph. Published by South-Western Pub- 
lishing Co., Cincinnati. 383 pages. Price, $3.20. 


In this volume, which is in neat loose-leaf binder format 
with limp leather cloth cover, the author has creditably 
met the need for a textbook containing practical working 
material for a knowledge of tax accounting and procedure. 


The text is primarily an interpretation of the Revenue 
Act of 1934 but in the first chapter is presented a short 
history of income tax legislation, which provides the stu- 
dent with the background of the present law. Besides the 
income tax, the material in the book covers the following 
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Federal taxes: capital stock tax, excess profits tax, estate 
tax, gift tax and excise taxes. 

At the end of each chapter is a list of questions and prob- 
lems. The questions bring out the salient features of the 
preceding exposition. The problems include selections from 
C. P. A. examinations given by the American Institute of 
Accountants, and others have been furnished by account- 
ants engaged in accounting practice. To satisfactorily 
solve all of the 168 problems in the book requires a broad 
knowledge of and practical application of the revenue laws. 
A workbook is available if desired, and instructors are 
furnished a manual of answers and solutions. 


The text is of value to other than school students, par- 
ticularly to those who, more or less familiar with tax law, 
feel the need of additional light of a practical nature on 
accounting problems in connection therewith. 


The book is one of a series of textbooks published under 
the general title of Sherwoods Accountancy, the other 
units of the series being “Fundamentals of Accounting,” 
“Constructive Accounting,’ “Fundamentals of Auditing,” 
and “C. P. A. Problems.” 


Resources and Debts of the Forty-eight States, by Edna 
Trull, Research Associate. Publication of the Municipal 
Department of Dun & Bradstreet, Inc., New York City. 
19-page 814 x 10 in. pamphlet. 


_ Debts of governmental bodies are so related with taxa- 
tion that research reports on the subject have a place in a 
general tax classification. 


This excellent study of the state and municipal debt situ- 
ation is also of practical interest to investors, in that it 
establishes some new guides for judgment of the capacity 
of states and their political subdivisions to pay their debts 
and points out flaws in some of the prevailing tests which 
are commonly employed in evaluating the relationship be- 
tween debts and resources. 












You can save money in Minimizing your taxes 
and your clients’ taxes by using 


FEDERAL TAX PROCEDURE AND 
APPEALS 


By JAMES CONLON 






of the District of Columbia Bar and of the Bar of the Supreme 
Court of the United States; including a Treatise on the 
Statutes, the Rulings of Internal Revenue Officials, the De- 
cisions of the Courts, and the United States Board of Tax 
Appeals with Rules of Practice, Procedure, Evidence, and 
Forms; also Chapter on Minimizing Taxes and Tax Avoid- 
ance. 


What others say of it: 

James B. Archer, formerly President of the D. C. Bar 
Association and formerly Special Assistant to the U. S. 
Attorney General: “It is a masterful work on Income, 
Estate and Excise Tax Law and Procedure by a practitioner 
of many years experience.” 

Frank J. Ehrhardt, formerly Special Assistant to the 
Atturney General: “Your work is the greatest in the Tax 
Field. It saves time of the busy Tax Counsel in the prepa- 
ration of a Brief, or an Argument, or an Opinion on any 
question pertaining to Income, Estate, Gift, or Excise Taxes. 
It is a Money-saver to the Taxpayer and a Time-saver to 
Counsel.” 

Charles F. Sanford, Attorney: “It is an outstanding ex- 
position of Income, Estate, Gift and Excise Tax Law and 
Procedure. As a compendium for professional use, and as a 
readable document for the layman, it will adorn any library.” 


In one Volume of 656 pages, bound in Fabrikoid, price 
$10.00. Order your copy now from 





















JAMES CONLON, 
600 F Street, N. W., Washington, D. C. 
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The study includes a description of certain indices of 
capacity to pay, including population, per capita wealth, 
assessed valuations, savings deposits, retail sales, motor 
vehicle registrations, income tax returns, value of owned 
homes and monthly rentals, average manufacturing wages. 
In the appendix a chart presents these factors statistically 
for each state. 


The marked growth of the debt of the states is examined 
in detail, and the relation and extent of state and local 
debt is considered, and also the relation of state and local 
debt to wealth. 


Three tables give a detailed and graphic picture of the 
resources and debts of the forty-eight states, with data for 
each state for all of the various indices of wealth which 
are considered significant. 


As an illustration of the wide range of living standards 
and wealth in the various states, it is pointed out that the 
combined estimated per capita wealth of the four poorest 
states is less than the estimated per capita wealth of the 
richest state. Thus a per capita debt figure has compara- 
tively little significance, the author says, until it is related 
to resources which support it. “A $100 per capita debt for 
the indigent state, for example, might be as heavy a burden 
as a $400 per capita debt for the most affluent state.” This 
is the reason, she states, that a study of the variation in 
economic well-being from state to state is of particular 


importance in any valid analysis of the weight of state and 
local debt. 


The author has made a notable contribution to an under- 
standing of the existing state and local debt situation, and 
provided some valuable guides for future use in matters 
of public finance. 


The Personal Income Tax and the Crediting Device, 
research report prepared for the Interstate Commission on 
Conflicting Taxation by the research staff of the com- 
mission (James W. Martin, director; H. L. Macon, asso- 
ciate; John M. Akers, associate). Issued by the American 
Legislator’s Association, Drexel Ave. and 58th Street, Chicago. 
Fifty-five pages. 


The purpose of this study is to examine the applicability 
to individual income taxes of a crediting plan similar to 
the one now employed in the field of death taxation. The 
report is divided into four parts. The first examines the 
conflicts between Federal and state personal income taxes 
and considers some of the important problems which 
would be raised by adoption of the crediting scheme. 
Among these issues are the scope of the credit, the limita- 
tions and restrictions on state freedom of action, the meas- 
ure of administrative economy, the probable influence on 
rate and exemption conflicts, the effect of the stability and 
elasticity on state income tax revenues, and the extent to 
which double taxation as between different states would 
probably be eliminated. 


The effectiveness of the crediting plan in eliminating 
double and conflicting taxation depends on the degree of 
state uniformity required for sharing in the Federal credit. 
In Part II the consequences of the various possible pre- 
scriptions which might be incorporated in a Federal statute 
are examined. Among these possibilities are uniform 
methods of dealing with the allocation of income between 
states, the results of unifying administrative procedure, 
the possible requirements respecting definition of income, 
and the results which would flow from uniform rate pre- 
scriptions. The particular type of uniformity which has 
received most generous support, it is pointed out, is that 
having to do with allocation of income among the several 
states with particular reference to the desirability of elimi- 
nating double taxation. 


In the third part the authors examine the statistical 
consequences for the Federal Government and the various 
states of adopting alternative possible crediting plans. It 
is shown that the distribution of the benefits of the cred- 
iting device would be erratic and that complete absorption 
of credits by the taxpayers of certain states would be 
impractical. Finally, the consequences favorable to cred- 
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iting a flat proportion of the Federal tax and to crediting 
various proportions depending on the size of the income 
are analyzed. 


The fourth part of the study is predicated on the as- 
sumption that no possibility of adopting the crediting 
device, without replacing the Federal revenue which would 
be lost, exists at the present time. The chapter is devoted 
to examining the alternatives available: (a) eliminating 
the exemptions or credits now allowed, for example, for 
corporation dividends, interest on governmental obliga- 
tions, salaries of public officials and employees, and earned 
incomes; (b) reducing the personal exemptions; and (c) 
increasing the rates. It is shown that the method of pro- 
viding personal exemptions in 1934 resulted in a revenue 
loss of approximately 25.2 per cent of the total revenue and 
that still more revenue could have been raised by a dis- 
appearing exemption consistent with the theory on which 
exemptions are based. The consequences of revision to 
secure greater income tax revenues without unduly severe 
rates are examined. 


Fifteenth Annual Report of the Illinois Tax Commission 
for the Assessment Year 1933. Prepared by the Illinois Tax 
Commission and issued by authority of the State of Illinois. 
708 pages. 


In its letter of transmittal to Governor Horner the Tax 
Commission justifiably states that this report marks a 
departure from the usual compilation of perfunctory sta- 
tistics concerning the assessment of real and personal prop- 
erty which heretofore have constituted similar reports. 


The report for 1933 contains all of the data of the kind 
previously presented and other available facts relating to 
the property tax. In outline the new features include the 
following: 


1. Historical analyses which close gaps in statistical 
information presented from time to time by the Tax 
Commission, 


2. Revision of the forms of many tables so as to 
increase the amount of available information and to elim- 
inate the duplicate printing of other facts. 


3. Numerous charts depicting various phases of the tax 
situation and the character of the administrative organi- 
zation of the tax system in Illinois and other states. These 
charts facilitate an understanding of the operation of pres- 
ent state laws. 


The first portion of the report is devoted to a discussion 
of the work and organization of the Tax Commission. 
Special chapters are devoted to the capital stock tax, the 
taxation of railroads, and the operation of the property tax. 


An interesting chapter is that in analysis of the adminis- 
trative set-up provided for the execution of the revenue 
system of the State government. The Commission inci- 
dentally vigorously propounds the need of centralization of 
the tax administration of the state government. The con- 
trast is effectively described between the administrative 
system long provided under the laws of Illinois and those 
of other states with highly centralized fiscal departments. 
“Improvement in the tax administrative machinery is as 
important in some respects as the reformation of the rev- 
enue law, as imperative as is that need.” 


In recommending improvement of the Illinois tax Sys- 
tem, the commission has exercised conspicuous restraint. 
The system is so positively unjust and out of step with 
modern public finance practice that a ringing plea for tax 
law revision and, if necessary, amendment of the Consti- 
tution would have been appropriate. The deplorable situ- 
ation in Illinois, where a large proportion of wealth owned 
by individuals escapes taxation, recently has been brought 
into the national spotlight by the relief fiasco. It is main- 
tained that only by increasing the sales tax and thereby 
placing the heaviest burden where it is already excessive 
because of chief reliance for revenue on an unworkable 
general property tax, can revenue be raised to meet the 
requirements of the Federal Government for relief purposes. 


The reserved reform proposals in the report should 
receive the commendation of the citizens of the State. 







Your Difficult 
Tax Problem 


may be one of 


CONFLICT OF 
LAWS 


On all interstate tax matters, consult 


BEALE’S 
CONFLICT OF LAWS 


by JoserH H. BEALE 


Royall Professor of Law, Harvard University 


Here, you will find fully cov- 
ered, Limits of Power of a State 
to Tax a certain thing both for 
the property tax, the inheritance 
tax, the incoine tax, and excess 
taxes. Cases from all states are 
cited and particularly notice has 
been taken of late U. S. Supreme 
Court cases. 





Baker, Voorhis & Co. 
119 Fulton St., New York City 


Please send me one set of “Beale on the Conflict of 
Laws,” 3 vols., $30.00, for five days’ examination. At the 
end of that time I will either send you my check for $30.00, 
or return the books to you. 
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NORTH CAROLINA—Cont. 


Photography.— x H. B. No. 243 regulates 
and controls the practice of, photography. 
Ratified April 4, 1935. 


Property Taxes—Delinquent Taxes.—*% 
H. B. No. 1337 amends Ch. 276, Public 
Laws, 1933, relating to judgments for de- 
linquent taxes. Ratified May 7, 1935. 


Property Taxes—Tax Sales.—*%xH. B.| 


No. 758 amends H. B. No. 318, Laws 1935, 
ratifying the postponement of land tax 
sales. Ratified April 5, 1935. 

*H. B. No. 762 validates certain sales 
of land for taxes and certificates issued, 
and validates foreclosure proceedings in- 
stituted upon certificates and authorizes 
extension of foreclosure proceedings. Rat- 
ified May 7, 1935. 

* H. B. No. 863 eliminates contradictions 
in Sec. 8037 C. S. of North Carolina and 
makes definite the time within which suits 
may be brought for foreclosure of tax cer- 
tificates. Ratified May 7, 1935. 

*H. B. No. 1390 amends Ch. 560, Public 
Laws of 1933, relating to the foreclosure 
of tax certificates. Ratified May 9, 1935. 


Real Estate Brokers.—%xH. B. No. 799 
amends Ch. 241, Laws 1927, relating to 
the regulation and licensing of real estate 
brokers. Ratified May 7, 1935. 


Sales Tax Regulations.—¥%S. B. No. 583 
provides for regulations su as to prohibit 
unfair trade practices in the administration 
of the General Retail Sales Tax Law, and 
authorizes the Commissioner of Revenue to 
make regulations governing the collection 
of the tax. Ratified May 7, 1935. 


Scrap Tobacco.—¥* H. B. No. 462 licenses 
dealers in scrap tobacco. Ratified May 9, 


1935. 


Special Levies—*H. B. No. 971 amends 
Ch. 441, Pub. Laws 1931, relating to spe- 
cial levies in certain counties. Ratified May 
7, 1935. 


Tax Foreclosure Suits— H. B. No. 1089 
facilitates procedure for bringing tax fore- 
closure suits. Ratified May 7, 1935. 


Tax Levies—yH. B. No. 652 relates to 
tax levies. Ratified April 25, 1935. 


Threshers.—%H. B. No. 956 provides for 
licensing threshers in North Carolina and 
requires reports on amounts threshed. Rati- 


fied May 7, 1935. 


OHIO 


Alcoholic Beverage Taxes.—H. B. No. 
172 provides for a repeal of the excess 
gross profits tax on liquor. Passed both 
houses. 

S. B. No 2 removes the tax of $1 per 
gallon on hard liquors. Passed both houses. 


Cigarette Tax.—H. B. No. 334 extends 
the cigarette tax for one year. Passed 
House April 17, 1935. 


Constitutional Amendment.—S. J. R. No. 
41 relates to a constitutional amendment 
to levy a two mills tax on tangible and in- 
tangible property for the use of the schools. 


Dog Racing.—S. B. No. 52, legalizing dog 
racing and pari-mutuel betting on dogs and 
imposing a tex thereon was killed in the 
House, May 16, 1935. 


| annually thereafter. 





Pending State Tax Legislation 


(Continued from page 358) 


Excise Tax; Intangible Property.—H. B. 
No. 529 levies a 2% excise tax on sale of 
intangible property. 


Gasoline Tax.—H. B. No. 153 reduces 
automobile and truck fees and increases 
the gasoline tax 1 cent per gallon to replace 
the lost revenues. Passed House April 26, 
1935. 


H. B. No. 341 requires gasoline dealers to 
assume liability for payment of gasoline 
tax on imports from other States. Passed 
both Houses. 


H. B. No. 514, extending the one cent 
liquid fuel tax to December 31, 1937, was 
killed in the House May 17, 1935. 


Income Tax.—H. B. No. 134 provides for 
the levy of a personal income tax with 
rates of 2% to 6% in the $1,000 brackets 
and for a Federal exemption with a maxi- 
mum of $3,000 and repeals the tax on in- 
tangibles of 5% on income from investments 
and levies a tax of 2 mills on the market 
value of all securities. Passed House May 
7, 1935. 


Motor Vehicles.—H. B. No. 112 fixes a 
$2 fee for automohile licenses, plus a pei 
sonal property tax on the vehicle, and fixes 
truck licenses at 20 cents per 100 pounds 
to 3,000 pounds, with $1 per 100 pounds 
for the excess. Passed both Houses. 


H. B. No. 153 reduces automobile and 
‘suck fees and increases the gasoline tax 
1 cent per gallon to replace the lost rev- 
enues. Passed House April 26, 1935. 


H. B. No. 232 exempts school busses 
from annual license tax. Passed. House 
May 15, 1935. 


H. B. No. 534 fixes a $1 fee for special 
automobile license plates. Passed House 
Mav 16, 1935. 

S. B. No. 18 makes auto drivers’ license 
fees 25 cents. Vetoed, May 18, 1935. 

S. B. No. 47 provides for payment of a 
certificate tax on motor transportation 
companies for six months on July 1, and 
Passed both Houses. 

S. B. No. 172 exempts automobiles with 
foreign licenses, occasionally operating in 
Ohio, from the license tax. Passed House 
and reconsidered in Senate, May 2, 1935. 


S. B. No. 245 prohibits the diversion of 
automobile license funds. Passed both 
Houses. 


Property Taxes.—H. B. No. 154 permits 
county auditors to remit penalties on de- 
linquent taxes for 5 years after the abroga- 
tion, if any, by the Legislature. Passed 
both Houses. 


H. B. No. 315 authorizes the use of liqui- 
dated claims against subdivision for tax 
payments. Passed both Houses. 


H. B. No. 543 extends the installment 
payment of delinquent taxes. 


*S. B. No. 221 permits payment of cur- 
rent taxes in ten installments. Approved 
May 17, 1935. 


*S. B. No. 314 authorizes municipal uni- 
versities to obtain tax levies outside the ten 
mill limitation by majority vote. Approved 
May 14, 1935. 


S. B. No. 323 authorizes the Tax Com- 
mission to assess for taxation stock in 


banks under conservators. Passed both 
Houses. 
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S. B. No. 331 amends Sec. 5625-17a, G, ¢ #9, 193 
relating to the certification of additional Tob: 
tax levies. Passed Senate May 14, 1935. h om 
S. B. No. 336 authorizes municipalities - d 


to hold special elections on operating levie; 
prior to December 31, 1936. Passed Senate 
May 14,°1935. 


Sales Tax.—S. B. No. 68, exempts mining 
products and tools from sales tax. 
both Houses. 

S. B. No. 337 requires payment of sale; 
tax on products ordered shipped from mail 
order houses. 

S. B. No. 344 levies a retail sales tax on 
services. 





Passed 


OKLAHOMA 


Adjournment of Legislature.—The 1935 
regular session of the Oklahoma legislature 
which convened on January 8, 1935, ad. 
journed sine die on April 30, 1935. Thell 
following laws, in addition to those pre- 
viously reported, have been approved or 
vetoed. 


Beverages.—_ % H. B. No. 557 relates to 
licenses for the sale of non-intoxicating 
beverages. Approved May 3, 1935. 


Gasoline. —S. B. No. 95 amends various 
sections relating to the enforcement of the 
gasoline excise tax law. Approved April 
30, 1935. 

%*H. B. No. 29 amends gas tax law rela- 
tive to apportionment of funds to counties. 
Law without approval, May 4, 1935. 


Gross Receipts Tax.—yxH. B. No. 404 
authorizes cities to levy a gross receipts 
tax. Approved May 8, 1935. 


Income Tax.—y¥H. B. No. 192 provides 
for an income tax on individuals and cor 
porations for the taxable year 1935 and 
subsequent years. The law imposes a 6% 
tax on net incomes of corporations. Ap 


proved April 23, 1935. 


Inheritance.—y%eH. B. No. 511 levies 1 
transfer tax on the net estate of decedents. 
Approved April 23, 1935. 


Motor Vehicles.—y%H. B. No. 441 levies 
an excise tax of 1% on motor vehicles tlie 
first year they are registered in the state. 
Approved April 23, 1935. 


Petroleum.—% H. B. No. 188 levies an 
excise tax on petroleum produced. Ap- 
proved April 23, 1935. 

*H. B. No. 591 authorizes the scizure 
and confiscation of vehicles transporting 
crude oil that evade payment of gross pro- 
duction taxes. Approved May 15, 1935. 


Property Taxes.—H. B. No. 170 can- 
cels unpaid back taxes for sinking funds 


where no deficit exists. Approved April 3, 
1935. 


*H. B. No. 427 relates to the repayment 
of tax penalties. Approved April 17, 1933. 


Sales Tax.— yx H. B. No. 440 levies a sales 
tax of 1% on sales of tangible personal 
property, goods, wares, merchandise, foods, 
confections, and drinks, tickets for amuse- 
ments, gas, electricity, transportation 0! 
passengers, telephone, telegraph and_broad- 
casting service, hotel and lodging houst 


and tourist camp services. Approved April 
23, 1935. 






























































































935 June, 1935 
Slot Machines.—% H. B. No. 410 licenses 
lot machines. Law without approval, April 
a, G. C9, 1935. 
ditional Tobacco—kH. B. No. 350 permits 
1935, wholesalers to purchase cigarette tax stamps 
Ipalities t a discount. Approved April 27, 1935. | 
1g levies 
1 Senate F 
PENNSYLVANIA 
Ge. Advertising —H. B. No. 2712 licenses 
asseq bisiness Of outdoor advertising. 
of salesf{ Alcoholic Beverage Taxes.—H. B. No. 18 
Om mailfMegalizes home manufacture of wine. Passed 
ouse May 1, 1935. 
s tax onl H. B. No. 2235 repeals the Beverage Li- 
ense Law of 1933 (P. L. 252). 
H. B. No. 2732 repeals Act of 1933 (P. L. 
D1) amending the act imposing the tax on 
spirituous and vinous liquors. 
rhe 1933 H. B. No. 2733 repeals the Spirituous and 
zislaturelMminous Liquor Tax Law of 1933 (P. L. 38). 
935, ad‘ H. B. No. 2734 repeals the Spirituous | 
5. Thel&nd Vinous Floor Tax Law of 1933 (P. L. 
ose pre-—), 
oved orf™ H. B. No. 2735 repeals the Beverage Tax 
aw of 1933 (P. L. 284). 
H. B. No. 2736 repeals Act of 1933 (P. L. 
slates tof) amending Beverage Tax Law of 1933. 
xicatingm HB. No. 2737 repeals Act of 1933 (P. L. 
}. 4) amending Spirituous and Vinous 
s variougeiquor Floor Tax Law of 1933. 
nt of the Capital Levy.—H. B. No. 2306 provides 
ed Aprilor a capital levy upon all property in the 
State or Owned by residents of Pennsyl- 
law rela- Mania. 
es Capital Stock Tax—Manufacturers.—% 
Act 86 (H. B. No. 838) subjects to the 
No. 40j—apital stock tax, for the two years covered 
receiptsqpy the reports for calendar years 1935 and 
936 or for fiscal years beginning in cal- 
ndar years 1935 and 1936, the capital stock 
provides manufacturers, laundries and meat 
and cor-Mackers. At the expiration of this period, 
1935 anif@he former exemption is to be resumed 
ses a 6%Mubstantially without change. Approved 
yns. Ap MMay 16, 1935, and effective immediately. 
Check Tax.—H. B. No. 2853 imposes a 
levies age cent tax on checks, drafts and other 
ecedents. ™mstruments for payment and transfer of 
ioney honored by banks. 
~~ Document Tax.—yAct 90 (H. B. No. 
ce thd 128) imposes a documentary stamp tax 
the state gO’ 2 Period of two years, commencing 30 
ays after May 16, 1935, of 5 cents for each 
100 or fraction thereof of value of deeds, 
levies angmonds, debentures, certificates of indebted- 
ed. Ap- Mess, corporate securities (except securities 
i the United States, the State or any 
e scizuregpolitical subdivision thereof), promissory 
nsporting Meectes (except bank notes for circulation 
ross pro-qg@"d certain notes issued to mutual insur- 
; 1935. fetce companies), non-negotiable notes, 
; dgment notes, executory contracts for 
170 can- fhe payment of money (except insurance 
ing funds @Molicies, checks and drafts), and any mort- 
d April 3age which incorporates a certificate of 
debtedness not otherwise shown in a sep- 
epayment tate instrument. Approved May 16, 1935. 
117, 1935. Estate Tax.—H. B. No. 2520 authorizes 
es a salesqeyment of estate taxes under protest with- 
but prejudicing rights, where Federal gov- 
personal ane be defici 
Seal ent asserts additional or deficiency 
ag ai axes which may increase taxes due the 
cies ‘of geo™monwealth. ; 
aA hosel H. B. No. 2521 authorizes payment un- 
ne house: Protest of taxes assessed on transfer 
aa April fm. oStates of resident decedents without 


rejudice to right of appeal. 








| 1 mill. 


PENDING STATE TAX LEGISLATION 


Franchise Tax; Foreign Corporations.— 
*%Act 86 (H. B. No. 838) relieves foreign 
corporations from the capital stock tax and 
imposes in lieu thereof a franchise, com- 
mencing with the settlement of taxes for 
the year ending December 31, 1935, or any 


\fiscal year ending in the calendar year 


1936. The tax is imposed at the rate of 5 
mills upon the taxable value of the whole 
capital stock of all kinds, after apportion- 
ment to the State according to a prescribed 
formula. Approved May 16, 1935, and effec- 
tive immedately. 


Gasoline Tax.—H. B. No. 839 increases 
the gasoline tax from 3 cents to 5 cents 
per gallon. Killed in Senate. 

H. B. No. 1461 increases gasoline tax by 
one cent. Advanced to second reading in 
House. 

H. B. No. 2473 imposes a tax of 2 cents 
per gallon on liquid fuel. 

H. B. No. 2515 amends the Liquid Fuels 
Tax Act. 

H. B. No. 2516 requires license fee for 
maintenance or operation of liquor fuel 
pumps. 


Gift Tax.—H. B. No. 1631 imposes tax of 
2% on gifts to members of the immediate 
family of the donor and 10% on all other 
gifts. Passed House April 17, 1935. 


Income Tax.— yx Act 91 (H. B. No. 1192) 
imposes an excise tax of 6% of net income 
as reported to the Federal government 
upon all net income received by and accru- 
ing to corporations during the two calendar 
years 1935 and 1936 or the two fiscal years 
commencing during such calendar years. 
Every corporation, domestic or foreign, 
having capital stock, and every joint-stock 
association or limited partnership, doing 
business in or having property in the Com- 


monwealth, except financial institutions, is. 


subject to the tax. Approved May 16, 1935, 
and effective-immediately. . 

H. B. No. 1473 imposes a graduated in- 
come tax of 2% for $5,000, 214% for $10,000, 
4% for $50,000 and 6% for more than 
$50,000 and includes fiduciaries and income 
of non- -residents derived from property or 
business in Pennsylvania. Passed House 
May 1, 1935. 

H. B. No. 2420 imposes an income tax 
for school purposes and limiting local taxes 
which may be levied by school districts 
receiving proceeds of income tax. 


Inheritance Tax.—H. B. No. 2505 classi- 
fies for taxation purposes transfers of 
property for transfer inheritance tax law. 

H. B. No. 2660 amends Inheritance Tax Act 
by further defining liability of right of super- 
visorship to taxation; extends the Com- 
monwealth’s lien and imposes certain duties 
on safe deposit companies, banks and rent- 
ers of safe deposit boxes. Passed House 
May 8, 1935.~ 

H. B. No. 2665 repeals the act exempting 
from inheritance tax estates passing to mu- 
nicipalities for exhibition purposes. 

H. B. No. 2827 imposes a graduated in- 
heritance tax. 


Insurance Premium Taxes.—H. B. No. 
2664 imposes a tax on payment of premi- 
ums to foreign insurance companies ceas- 
ing to be registered with the State. Passed 
House May 6, 1935. 


Mercantile License Tax.—H. B. No. 2661 
increases tax rate for retailers from 1 mill 
to 2 mills; for wholesalers from ™% mill to 
Passed House May 21, 1935. 
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Motor Vehicles.—H. B. No. 1611 imposes 
on foreign trucks with pneumatic tires a 
mileage tax ranging from 2 mills per mile 
for vehicles of gross weight of less than 
5,000 pounds to 60 mills per mile on ve- 
hicles over 36,000 pounds. The tax for 
vehicles with cushion rubber tires 50% ad- 
ditional and for those with solid rubber 
tires, 6624% additional. Passed House 
April 17, 1935. 

H. B. No. 2728 further regulates weights 
and registration fees of commercial vehicles. 


Occupation Tax.—H. B. No. 2224 estab- 
lishes an emergency relief tax on offices, 
posts of profit, occupations, trades and 





professions. 


Payment under Protest.—H. B. No. 2523 
authorizes payment under protest of any 
sum of money to the Department of Rev- 
enue without prejudice to right of appeal. 


Property Taxes.—H. B. No. 153 defines 
property which may be taxed and that 
which may be exempted. Passed House 
April 22, 1935. 

B. No. 474 authorizes abatement of 
certain tax penalties and interest in cities 
of first class and school districts of first 
class. Passed House March 6, 1935. 

* Ch. 35 (H. B. No. 678) abolishes im- 
prisonment for failure to pay local taxes. 
Approved April 25, 1935. 

H. B. No. 926 abolishes payment of taxes 
into court on appeals from assessments. 
Passed House May 1, 1935. 

H. B. No. 1426 authorizes taxation upon 
real estate or occupations by first class 
townships. Passed House April 17, 1935. 


H. B. No. 1615 designates the subjects, 
property and persons subject to and ex- 
empt from taxation for local purposes. 
Passed House April 17, 1935. 


H. B. No. 2344 promotes uniformity in 
assessment and taxation in third class cities. 

H. B. No. 2466 amends Delinquent Tax 
Sales Act of 1931 (P. L. 280) by removing 
limitation on lien for unpaid taxes. 


H. B. No. 2471 abolishes separate assess- 
ments for county purposes in certain third 
class cities. 

H. B. No. 2575 provides for collection 
of delinquent real estate taxes for years 
prior to 1935. 


H. B. No. 2577 fixes maximum millage 
that may be levied for all purposes, except 
as provided, by several taxing authorities. 

H. B. No. 2586 amends Delinquent Tax 
Sales Act of 1931 by extending period of 
redemption to five years. 


H. B. No. 2659 imposes taxes on certain 
class of personal property. 


*S. B. No. 141 authorizes abatement of 
certain tax penalties and interest on county, 
city, borough, town, township, school dis- 


trict and poor district taxes. Approved 
May 1, 1935. 


*S. B. No. 616 abates tax penalties and 
interest in Philadelphia for year 1933 and 
previous tax years provided such taxes for 
1934 and 1935 are paid by September 1, 
1935. Approved May 16, 1935. 


S. B. No. 892 changes the penalties for 
delinquent taxes and gives school boards 
the option to impose or remit penalties in 
certain cases in districts of the second class. 

S. B. No. 960 provides for abatement 
and exoneration of penalties and interest 
| on delinquent taxes in certain cases. 
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S. B. No. 1136 amends the Intangible 
Personal Property Tax Law by requiring 
that returns must be made whether or not 
there is property to return; provides that 
no recorded obligation shgll be satisfied 
until the tax thereon is paid; makes the 
custodian of such records liable for the 
amount for failure to comply, and author- 
izes obligors to pay the tax in certain cases. 


S. B. No. 1140 limits the time within 
which application may be made for return 
of county taxes. Passed Senate May 15, 
1935. 

S. B. No. 1142 establishes different rates 
of taxation on realty in first class counties. 

S. B. No. 1171 authorizes school districts 
of the second, third and fourth classes to 
settle, compromise or abate claims for un- 
paid taxes and to exonerate taxables under 
certain conditions. 

S. B. No. 1296 provides for abatement 
of penalties and interest on delinquent 1935 
taxes. Passed Senate May 15, 1935. 

S. B. No. 1346 changes date for beginning 
of installments in tax penalty abatement 
bill. 


Public Utilities—yAct 89 (H. B. No. 
1127) increases the rate of tax on gross 
receipts of public utilities, other than motor 
transportation companies which are tax- 
able under another act, from 8 mills to 14 
mills on gross receipts for the calendar 
years 1935 and 1936 only. Receipts of mu- 
nicipally operated utilities to the extent of 
services rendered outside of the municipal- 
ity are made taxable and receipts of street 
passenger railway and traction companies 
are exempted. Approved May 16, 1935, and 
effective immediately. 


Radio License Fee.—H. B. No. 2782 im- 
poses a license fee of $1 on each radio. 


Real Estate Brokers’ Licenses.—%& Ch. 79 
(H. B. No. 638) provides for expiration 
date of real estate brokers’ licenses; and 
provides for qualifications and examina- 
tions. Approved May 16, 1935. 


Refunds.—S. B. No. 1290 regulates the 
refunding of taxes where appeals are finally 
disposed of. 


Royalty Tax.—H. B. No. 2730 imposes 
a tax on royalty payments for copyrighted 
music and songs. 


Sales Tax—H. B. No. 2851 levies a 2% 
sales tax to relieve taxes on real estate and 
requires licensing of vendors. 


Title Insurance and Trust Companies.— 
H. B. No. 2569 further modifies procedure 
for settlement and collection of tax on 
shares of stock of title insurance and trust 
companies and changes manner of deter- 
mining value of such shares. 


Tobacco Tax.—H. B. No. 862 levies a to- 
bacco tax of one-half cent for each 5 cents 
or fractional part of retail price, and re- 
quires permits to retail tobacco. Passed 
both houses and now in conference com- 
mittee. 


Vending Machines.—H. B. No. 2632 lev- 
ies a tax on slot and vending machines. 


RHODE ISLAND 


Below are tax laws not previously re- 
ported, which complete the report of tax 
laws passed at the 1935 Regular Session. 








THE TAX MAGAZINE 


Motor Vehicles.—%S. B. No. 161 amends 
Sec. 2, Ch. 98, General Laws. Exempts 
vehicles used on farms from registration 
fees. Approved April 18, 1935 as Ch. 2214. 


Property Taxes.—%S. B. No. 210 pro- 
vides for tax “on fair value” of outstand- 
ing claims against mutual insurance and 
surety companies. Approved April 19, 
1935 as Ch. 2210. 


SOUTH CAROLINA 


Adjournment.—The Legislature adjourned 
on May 18, 1935. The following list in- 





cludes tax measures upon which action has 
been recently taken as well as approvals 
not previously reported. 


Alcoholic Beverages.—S. B. No. 535 
amends the beer act to allow municipal 
licenses for deliveries to wholesalers. 
Passed both houses April 23, 1935. 

H. B. No. 1130 amends the beer act to 
provide for a license tax for brewers and 
vinters. Amended and passed Senate. 


Income Tax.—S. B. No. 468 provides for 
paying income tax in installments. Died in 
committee. 


Motor Vehicles——H. B. No. 377 fixes 
automobile license fee at $3. Passed 
House. 

*H. B. No. 933 provides for a refund 





on Class C bus licenses for 1935 on show- 
ing that vehicles will not be operated out- 
side a distance of 5 miles from city limits. 
Approved April 27, 1935. 


Phosphate.—H. B. No. 892 increases the 
royalty on phosphate to 50¢. . Passed 
House April 24, 1935. 


Property Taxes.—%S. B. No. 798 relat- 
ing to property of banks which may be 
deducted from tax returns. Approved May 
14, 1935. 


H. B. No. 301 provides for the taxation 
of public utilities liquor and real estate. 
Passed Senate. To conference committee. 

H. B. No. 533 amends 1932 Code Sec. 
2855 in regard to sales of land for delin- 
quent taxes. Passed House May 2, 1935. 

H. B. No. 817 provides a legal remedy 
for taxes erroneously levied by municipal 
corporations. Passed both houses. 


Rolling Stores.—H. B. No. 1005 requires 
the licensing of “Rolling Stores” in certain 
counties. Amended. Passed Senate. 


Shells—yH. B. No. 346 amends subdivi- 
sion 5 (g) of Sec. 2527, C. L. 1932, relating to 
license tax on shells and cartridges to fix 
— tax at $2. Approved May 11, 
1935. 


¥*% Tobacco Tax.—Requires resident to- 
bacco manufacturers to affix tax stamps. 
Approved April 24, 1935. 





TENNESSEE 


Adjournment of the Legislature——The 
| Tennessee Legislature adjourned its regu- 
| lar 1935 session sine die April 22, 1935. The 
| following concludes the list of taxation 
| measures approved by the Governor. 


Beer.—%H. B. No. 1375 amends the beer 
law to raise the alcoholic content from 
| 3.2% to 5%. Approved April 23, 1935. 
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Domestic Insurance Companies.— x S,_ § Mot« 
No. 388 sets up requirements for anfimides f 
domestic insurance company before doinfihet co 
business within the State. Approved Aprile mo 
23, 1935. fay 11 
Drainage District Assessments.—S. 3 gil a 
No, 751 provides for the settlement off. Rz 
drainage district assessments collectedfonser 





Approved April 23, 1935. 


Fayetteville—S. B. No. 674 amend 
the Charter of Fayetteville, relative ; 
levying taxes on all merchants, corpor 
tions, etc. Approved April 9, 1935. 


General Revenue Bill.—% Ch. 194 amend 
the General Revenue Bill (Ch. 13, 2nd Ex 
tra Session, Acts 193) and affects thd 
following businesses and _ occupations 
Amusements, Auditors and Adjusters, Au 
tomobile Tire Stations, Automobil 
Wreckers, Auto Storage, Contractors, Con 
struction Companies, Dealers in Futures 
Electric Appliances, Florists, Office Equip 
ment, Oil Depots, Pawn Brokers, Peddlers 
Sales of Goods, Slot Machines and Tran 
sient Merchants. Approved April 22, 1935 


Insurance Agents.—%S. B. No. 386 pro 
vides for the licensing of agents of life 
health and accident insurance companies 
Approved April 23, 1935. 

*S. B. No. 389 provides for the licensing 
of agents of fire, casualty and indemnity 
— companies. Approved April 2} 
1935. 


Insurance Brokers—S. B. No. 39 
regulates and provides for the licensing 0 
— brokers. Approved April 23 
1935. 


Moore County.—*H. B. No. 1109 pro 
vides for refunding invalid taxes in Moor 
County. Approved April 16, 1935. nd “b 

*H. B.- No. 1502 authorizes Moogl. 
County to levy a tax for the support of™ Liqu 
paupers. Approved April 18, 1935. hat n 

o any 


Pharmacy Licenses.—*%H. B. No. 0@iRffect 
provides for licensing of pharmacists 0 
persons in Carroll County. Approveg™ Mot 
April 23, 1935. or er 
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basis. Approved April 15, 1935. Qua 
Scott County—*xH. B. No. 1260 in rH. | 
creases the Scott County tax rate from omy 





15¢ to 25¢. 

*H. B. No. 1400 repeals the tax impose 
in Scott County for public nursing servicd 
Approved. April 19, 1935. 


Sumner County.—*H. B. No. 1489 a 
thorizes Sumner County to levy a specia 
jail improvement tax. Approved April 2! 


1935. 
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TEXAS 


Adjournment of Legislature.—The 193 
regular session of the Texas legislatur 
which convened on January 8, 1935, ad 
journed sine die on May 11, 1935. The fo 
lowing laws, in addition to those previousl 
reported, have been approved or vetoed 


Cigarettes —H. B. No. 755 imposes 4 
occupation or excise tax on the first sa 
of cigarettes according to weight. Ag 
proved May 11, 1935. 


Gasoline.—H. B. No. 749 relates to th 
excise tax on motor fuel. Approved Ma 


11, 1935. 
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S. B. No. 1136 amends the Intangible 
Personal Property Tax Law by requiring 
that returns must be made whether or not 
there is property to return; provides that 
no recorded obligation shall be satisfied 
until the tax thereon is paid; makes the 
custodian of such records liable for the 
amount for failure to comply, and author- 
izes obligors to pay the tax in certain cases. 

S. B. No. 1140 limits the time within 
which application may be made for return 
of — taxes. Passed Senate May 15, 
1935. 

S. B. No. 1142 establishes different rates 
of taxation on realty in first class counties. 

S. B. No. 1171 authorizes school districts 
of the second, third and fourth classes to 
settle, compromise or abate claims for un- 
paid taxes and to exonerate taxables under 
certain conditions. 

S. B. No. 1296 provides for abatement 
of penalties and interest on delinquent 1935 
taxes. Passed Senate May 15, 1935. 

S. B. No. 1346 changes date for beginning 
ne installments in tax penalty abatement 
vill. 


Public Utilities—yAct 89 (H. B. No. 
1127) increases the rate of tax on gross 
receipts of public utilities, other than motor 
transportation companies which are tax- 
able under another act, from 8 mills to 14 
mills on gross receipts for the calendar 
years 1935 and 1936 only. Receipts of mu- 
nicipally operated utilities to the extent of 
services rendered outside of the municipal- 
ity are made taxable and receipts of street 
passenger railway and traction companies 
are exempted. Approved May 16, 1935, and 
effective immediately. 


Radio License Fee.—H. B. No. 2782 im- 
poses a license fee of $1 on each radio. 


Real Estate Brokers’ Licenses.—y%& Ch. 79 
(H. B. No. 638) provides for expiration 
date of real estate brokers’ licenses; and 
provides for qualifications and examina- 
tions. Approved May 16, 1935. 


Refunds.—S. B. No. 1290 regulates the 
refunding of taxes where appeals are finally 
disposed of. 


Royalty Tax.—H. B. No. 2730 imposes 
a tax on royalty payments for copyrighted 
music and songs. 


Sales Tax—H. B. No. 2851 levies a 2% 
sales tax to relieve taxes on real estate and 
requires licensing of vendors. 


Title Insurance and Trust Companies.— 
H. B. No. 2569 further modifies procedure 
for settlement and collection of tax on 
shares of stock of title insurance and trust 
companies and changes manner of deter- 
mining value of such shares. 


Tobacco Tax.—H. B. No. 862 levies a to- 
bacco tax of one-half cent for each 5 cents 
or fractional part of retail price, and re- 
quires permits to retail tobacco. Passed 
both houses and now in conference com- 
mittee. 


Vending Machines.—H. B. No. 2632 lev- | 


ies a tax on slot and vending machines. 


RHODE ISLAND 


3elow are tax laws not previously re- 





THE TAX MAGAZINE 


Motor Vehicles.—%S. B. No. 161 amends 
Sec. 2, Ch. 98, General Laws. Exempts 
vehicles used on farms from registration 
fees. Approved April 18, 1935 as Ch. 2214. 


Property Taxes.—%S. B. No. 210 pro- 
vides for tax “on fair value” of outstand- 
ing claims against mutual insurance and 
surety companies. Approved April 19, 
1935 as Ch. 2210. 


SOUTH CAROLINA 


Adjournment.—The Legislature adjourned 
on May 18, 1935. The following list in- 
cludes tax measures upon which action has 
been recently taken as well as approvals 
not previously reported. 


Alcoholic Beverages.—S. B. No. 535 
amends the beer act to allow municipal 
licenses for deliveries to wholesalers. 
Passed both houses April 23, 1935. 


H. B. No. 1130 amends the beer act to 





provide for a license tax for brewers and 
vinters. Amended and passed Senate. 


Income Tax.—S. B. No. 468 provides for 
paying income tax in installments. Died in 
committee. 


Motor Vehicles—H. B. No. 377 fixes 
automobile license fee at $3. Passed 
House. 

*H. B. No. 933 provides for a refund 
on Class C bus licenses for 1935 on show- 
ing that vebicles will not be operated out- 
side a distance of 5 miles from city limits. 
Approved April 27, 1935. 


Phosphate.—H. B. No. 892 increases the 
royalty on phosphate to 50¢. . Passed 
House April 24, 1935. 


Property Taxes.—%S. B. No. 798 relat- 
ing to property of banks which may be 
deducted from tax returns. Approved May 
14, 1935. 

H. B. No. 301 provides for the taxation 
of public utilities liquor and real estate. 
Passed Senate. To conference committee. 

H. B. No. 533 amends 1932 Code Sec. 
2855 in regard to sales of land for delin- 
quent taxes. Passed House May 2, 1935. 

H. B. No. 817 provides a legal remedy 
for taxes erroneously levied by municipal 
corporations. Passed both houses. 


Rolling Stores.—H. B. No. 1005 requires 


| the licensing of “Rolling Stores” in certain 


counties. Amended. Passed Senate. 


Shells.— eH. B. No. 346 amends subdivi- 
sion 5 (g) of Sec. 2527, C. L. 1932, relating to 
license tax on shells and cartridges to fix 
a: license tax at $2. Approved May 11, 
1935. 


% Tobacco Tax.—Requires resident to- 


bacco manufacturers to affix tax stamps. 
Approved April 24, 1935. 


TENNESSEE 





Adjournment of the Legislature——The 
| Tennessee Legislature adjourned its regu- 
| lar 1935 session sine die April 22, 1935. The 
| following concludes the list of taxation 
| measures approved by the Governor. 


Beer.—%H. B. No. 1375 amends the beer 


ported, which complete the report of tax |law to raise the alcoholic content from 


laws passed at the 1935 Regular Session. 


| 3.2% to 5%. Approved April 23, 1935. 
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Domestic Insurance Companies.—°S | 
No. 388 sets up requirements for x 
domestic insurance company before doiy 
business within the State. Approved Ap 
23, 1935. 


Drainage District Assessments.—§, } 
No. 751 provides for the settlement , 
drainage district assessments collecte 
Approved April 23, 1935. 


Fayetteville—S. B. No. 674 amenj 
the Charter of Fayetteville, relative ; 
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evying taxes on all merchants, corpor ‘tg 
tions, etc. Approved April 9, 1935. : ie 

General Revenue Bill.— *% Ch. 194 amen 1935 
the General Revenue Bill (Ch. 13, 2nd Ey xs 


tra Session, Acts 193) and affects th 
following businesses and _ occupations 
Amusements, Auditors and Adjusters, A 
tomobile Tire Stations, Automobjl 
Wreckers, Auto Storage, Contractors, Coy 
struction Companies, Dealers in Future 
Electric Appliances, Florists, Office Equip 
ment, Oil Depots, Pawn Brokers, Peddlers 
Sales of Goods, Slot Machines and Tran 
sient Merchants. Approved April 22, 19 


Insurance Agents.—%*S. B. No. 386 pro 
vides for the licensing of agents of lifg 
health and accident insurance companie 
Approved April 23, 1935. 

*S. B. No. 389 provides for the licensin 
of agents of fire, casualty and indemnit 
insurance companies. Approved April 2 


1935. 


Insurance Brokers—,S. B. No. 3 
regulates and provides for the licensing ¢ 
insurance brokers. Approved April 2 


1935. 


Moore County.—*H. B. No. 1109 pr 
vides for refunding invalid taxes in Moor 
County. Approved April 16, 1935. 

*H. B. No. 1502 authorizes Moo 
County to levy a tax for the support 1 
paupers. Approved April 18, 1935. 


Pharmacy Licenses.—*%H. B. No. 4% 
provides for licensing of pharmacists 0 


persons in Carroll County. Approve 
April 23, 1935. 


Putnam County.—*H. B. No. 880 1 
stores Putnam County school tax to 6 
basis. Approved April 15, 1935. 


Scott County.—*H. B. No. 1260 i 
creases the Scott County tax rate fro 
15¢ to 25¢. 

%* H. B. No. 1400 repeals the tax impose 
in Scott County for public nursing servic 
Approved. April 19, 1935. 


Sumner County.—*H. B. No. 1489 
thorizes Sumner County to levy a speci 
jail improvement tax. Approved April? 
1935. 
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TEXAS 


Adjournment of Legislature.—The 1%! 
regular session of the Texas legislatu 
which convened on January 8, 1935, a 
journed sine die on May 11, 1935. The fol 
lowing laws, in addition to those previous 
reported, have been approved or vetoel 


Cigarettes — eH. B. No. 755 imposes 4 
occupation or excise tax on the first sa 
of cigarettes according to weight. A) 
proved May 11, 1935. 


Gasoline.—% H. B. No. 749 relates to th 
excise tax on motor fuel. Approved Ma 
\ 24. F955. 
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3.—%S, Motor Vehicles—,S. B. No. 227 pro- 

for afdes for the setting aside of 25% of the 
Ore doit collections made in each county of 
ved Ape motor vehicle license fees. Approved 


ay 11, 1935. 


Oil and Gas.— xx H. B. No. 455 authorizes 
e Railroad Commission to enforce the 
nservation laws relating to oil and gas 
d authorizing the use of tax proceeds. 
pproved May 12, 1935. 


Property Taxes.—S. B. No. 264 pro- 
des for transfer of tax liens to lien hold- 
5 on payment of taxes. Approved May 
1935. 
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3, 2nd EWS. B. No. 407 bars collection of taxes 
fects: thle before 1919. Approved April 24, 1935. 
cupation#§ ¥H. B. No. 340 validates all ad valorem 
Sters, AWM. Jevyies heretofore made by incorpo- 
utomobilf#.ed cities and towns. Approved May 2, 
tors, Con 35, 

co Ea *H. B. No. 666 gives school districts 


d municipal corporations which have the 
pwer to levy taxes the power to collect 
linquent taxes together with all liens, 
ghts and remedies therein. Approved 
ay 14, 1935. 

*H. B. No. 963 makes enforceable all 
vies and assessments of ad valorem taxes 


ade by independent school districts in 
e state. Approved May 11, 1935. 
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Below are tax measures approved which 
retofore have not been reported (Legis- 
ture adjourned April 11, 1935). 


Alcoholic Beverages.—y%eH. B. 356 in- 
eases license fees and redefines “hotel” 


No. 3 
censing 0 
April 2 
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a d “boat”. Effective May 1, 1935. 
es Moor 
support @@ Liquor Licenses.—%H. B. 368 provides 
35. at no Ist or 2nd class license be issued 
b anyone unless poll tax or flood tax paid. 
. No. Wilifective May 1, 1935. 
macists 0 . 
Approve Motor Vehicles—%H. B. 309 provides 
br registration of non-gasoline driven mo- 
o. 880 1 br vehicles at twice regular fee. Approved 
o. "Mpril 2, 1935. 
ax to 6 
Quadrennial Assessments Legalized.— 
1260 igg. B. 234 legalizes the quadrennial as- 
rate fromessment made in various towns of the 


ate. Approved March 26, 1935. 


School Taxes— Minimum Program. — 
H. B. 156 provides for a minimum pro- 
am with respect to school taxes. Ap- 
oved March 22, 1935. 
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Alcoholic Beverages—yxA. B. No. 32 
ends Sec. 176.05(2) relating to sales by 


. B” licenses. Approved April 29, 
035. 


—The 19 
legislatu 


— ‘dl A. B. 245 provides for the amendment of 
oe egraph (e) of subsection (10), Sec. 66.05 
iC wae the Statutes, relating to wholesalers’ 


enses for the sale of fermented malt bev- 
ages. Killed in House. 


A. B. No. 348 provides for the amend- 
ent of various sections of the law relating 
bthe manufacture and sale of intoxicating 
quor. Killed in Assembly May 14, 1935. 
A. B. 393 to amend paragraph (e) of 
tbsection (10), Sec. 66.05 of the Statutes 


imposes 4 
e first sal 
sight. Ap 


lates to th 
roved Ma 


relating to wholesalers’ licenses for the 
sale of fermented malt beverages. 
in Assembly. 


retail licenses to females or widows for the 
sale of intoxicating liquor. 
sembly May 13, 1935. 







of liquor licenses to members of town or 
village boards or city councils. 
drawn April 26, 1935. 





soft drinks. 


and Dividends 
amends Secs. 5 (1) and 5 (3) of Ch. 15, 





PENDING STATE TAX LEGISLATION 


Killed 
A. B. No. 416 relating to the issuance of 
Killed in As- 
A. B. No. 625 relating to the granting 
With- 
S. B. No. 139 provides for the amend- 


ment of the table in subsection (1), Sec. 
139.26 of the Statutes, relating to the oc- 
cupational tax on 
Passed Senate April 26, 1935. 


intoxicating liquors. 


S. B. No. 422 amends paragraphs (e) and 


(f) of subsection (10) of Section 66.05 of 
the Statutes, relating to licenses for sale 
of fermented malt beverages. 


Banks.—S. B. No. 1.-amends Section 


70.40, Wisc. Stats., relating to taxation of 
banks and trust companies. 
April 26, 1935. 


Passed Senate 
Beverages.—S. B. No. 37 is in regard to 
Passed Senate. 


Emergency Relief Income, Inheritance 
Taxes——A. B. No. 505, 


L. 1935, imposing an emergency tax on 


energy sold. Passed Assembly. 


S. B. No. 77 to repeal Sec. 71.045 Wisc. 
Stats., relating to deduction of business 
losses. Passed Senate May 27, 1935. 


Forest Crop Law.—*S. B. No. 143 


amends subsection (5) of Sec. 59.98, sub- 


section (2) of Sec. 77.04, subsection (1) of 
Sec. 77.05, subsections (1) and (5) of Sec. 


77.06, subsection (2) of Sec. 77.07, subsec- 


tions (1) and (2) of Sec. 77.10 and Sec. 
77.11 of the Statutes, relating to relieving 
the State Treaurer of his duties in con- 


nection with the forest crop law. Approved 


May 18, 1935 as Ch. 83. 


Insurance Agents.—A. B. No. 418 relat- 
ing to resident insurance agents and filing 
fees. Passed Assembly May 13, 1935. 


Milk.—¥*S. B. No. 204 is in regard to 
milk distribution. Approved May 17, 1935. 

*S. B. No. 398 amends paragraph (a) 
of subsection (6) of Section 99.165, Wisc. 
Stats., relating to the emergency regulation 
of the distribution of milk in certain 
municipalities. Approved May 16, 1935. 


Motor Fuel Tax.—A. B. No. 174 provides 
for amendment of subsection (2), Sec. 78.14 
of the Statutes relating to extension of time 
for filing gas tax refund claims. Passed 
Assembly April 26, 1935. 

A. B. No. 413 relates to mileage and flat 
tax, gasoline tax, and regulation of motor 
transportation. Killed in Assembly. 

S. B. No. 270 authorizes the State Treas- 
urer to pay certain motor fuel tax refunds 
where claim was filed therefor but not 
timely. Passed Senate May 2, 1935. 

S. B. No. 426 repeals paragraph (c), 
subsection 12, and subsection 13, Section 
78.01 and subsection (3), Section 78.14 of 
the Statutes, relating to blending or com- 
pounding of motor fuel. 

S. B. No. 428 relates to administration 
of motor fuel tax refunds. 









Stats. 
76.54(3)(e) and 194.04(3) relating to motor 
vehicle registration, taxes and permits. 
Passed Assembly. 


forms 


74.10(1), 74.11(1), and 74.19(1). 
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Motor Vehicles.—S. B. No. 220 creates 
Sec. 85.01(4)(hm), amends Secs. 


A. B. No. 350 relating to the issuance 


of automobile drivers’ licenses to children 
less than sixteen years of age. 
sembly. 


Passed As- 


*%A. B. 400 amends paragraph (cm), 


subsection (4) of Sec. 85.01 of the Statutes 
relating to gross weight of farm trucks. 
Approved May 15, 1935. 


Peddlers.—S. B. No. 206 amends Stats. 


Sec. 129.02 relating to licensing of truck- 
ers, hawkers and peddlers. 
May 9, 1935. 


Passed Senate 


Property Taxes.—S. B. No. 3 creates 


subsection (39) of Sec. 70.11, Statutes, re- 
lating to real estate assessments. 
both houses May 8, 1935. 


Passed 


S. B. No. 47 provides for the redemp- 


tion of certain lands sold for taxes with- 
out payment of certain interest charges. 
Passed Senate April 24, 1935. 


*S. B. No. 106 creates subsection (7), 


Sec. 20.05 and Sec. 74.275 of the Statutes, 
relating to refunds to counties of penalties 
collected on delinquent taxes. Approved 
— 18, 1935 as Ch. 37. ; 


B. No. 187 amends the warrant 
in Stats. 70.68(1), 74.02, 
Approved 


Secs. 


May 16, 1935 as Ch. 79. 

A. B. No. 34 provides for amendment 
of subsection (6), Sec. 40.32 of the Statutes 
relating to assessments in joint school dis- 
tricts. Passed Assembly May 10, 1935. 

A. B. No. 36 provides for amendment 
of subsection (2), Sec. 70.62 of the Stats., 
relating to county taxes. Passed both 
houses May 10, 1935. 

*A. B. No. 75 amends Stats. Secs. 
74.46(1) and 75.38 relating to issuance of 
tax certificates and fees therefor. Ap- 
proved May 8, 1935 as Ch. 64. 

A. B. No. 177 provides for repeal of Sec. 
74.48 and for amendment of Secs. 74.47, 
74.65, 75.04, 75.05, 75.06, and subsection (2) 
of Sec. 75.12 of the Statutes, relating to 
taxation. Passed Assembly May 3, 1935. 

A. B. 179 to create subsection (8) of 
Section 70.47 of the Statutes, relating to 
testimony before the Board of Review. 
Passed Assembly. 

A. B. No. 325 relates to publication and 


posting of notices of tax sales. Passed 
Assembly. 

A. B. 659 tax on milch cows. Killed in 
Assembly. 


Property Taxes—Exemptions.— %S. B. 
No. 24 creates Stats. Sec. 70.175 relating to 
taxation of certain county owned property. 
Approved May 19, 1935. 

S. B. No. 235 creates Stats. Sec. 70.11(43) 
exempting certain property of blind per- 
sons from taxation. Passed Senate. 

*A. B. No. 41 amends Stats. Sec. 
70.11(4a) relating to property exempt from 
taxation. Approved May 7, 1935 as-Ch. 56. 

Slot Machine Tax.—A. B. No. 424 relat- 
ing to an occupational tax on slot ma- 
chines. Killed in Assembly May 14, 1935. 


WYOMING 


Legislature has adjourned, and all tax 
laws have been reported. 
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